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New Inwin Books 


“PRACTICAL DISTRIBUTION COST ANALYSIS 
By DONALD R. LONGMAN, The Atlantic Refining Company and 
_ MICHAEL SCHIFF, New York University Graduate School of Business Administration 


This new book is designed as a basic text for courses in distribution cost analysis or accounting, and 
for supplementary use in advanced accounting or marketing courses. It provides a long-needed ref- 
erence works aad professional sid for accountants, market research men, auditors, lawyers, sales ex- 
ecutives, and business libraries. 
“In all, a superb book that belongs in the library or—better still—on the desk of every mar- 
keting executive, accountant, teacher of marketing or accounting, and student of i 
or accounting whose interests or work are importantly affected by costs and their control.” 


RaJph F. Breyer 
ia Foe Journal of Marketing 
Copyright 1955 443 pages $6.50 


WRITING BUSINESS LETTERS 
By J. H. MENNING, University of Alabama and 
C. W. WILKINSON, Michigan State University 


Two widely known authorities in this field have combined their talents to produce an unusual and 
outstanding text for courses in business letter writing, business English, and commercial 

ence. While devoting proper attention to correctness in writing, the authors emphasize the broader, 
more important aspects of style and psychological effects produced by letters. First adopters include 
Louisiana State University, Ohio University, University of Arkansas, University of Houston, Uni- 
versity of Michigan, University of Nebraska, University of Southern California, and many others. 


Copyright 1955 530 pages $5.50 


Now Ready—A New Revised Edition of 


Edited by C. W. WILKINSON, Michigan State University, J. H. MENNING, 
University of Alabama, and C. R. ANDERSON, University of Illinois 


Much new material has been added for the Revised Edition of this interesting, informative, and 
widely adopted book. The best articles written in recent years by men who know business 


best have been brought together in a single volume. Now strengthened and modernized in this re- 
vision, the material will be especially useful for courses devoted to increasing the effectiveness of 


business writing of all kinds and for explaining the theory and practice of business communication. 
Copyright 1955 about 350 pages 


RICHARD D. IRWIN, INC. - HOMEWOOD, ILLINOIS 


Tan ts July and October at 73 Main Street, 
Eatered as second class matter under the Act of March 3, 


Coming... 


in November 10th issue of Sales Management 


The 1965 LOOK 


WHERE WE’VE COME FROM, 1945-1955 
and WHERE WE’RE GOING, 1955-1965 


A realistic close-up of 1965 coupled with a complete picture of 
the past decade . . . changes in markets . . . population . . . buying 


power .. . distribution methods . . . product design . . 


. materials 


... manufacturing .. . through the eyes of probably the most star- 
studded team of experts ever to write on one subject in a single 


issue of a business magazine . . . 


SUMNER H. SLICHTER—Lamont Univer- 
sity Professor, Harvard University, and 
other nationally famous economists and 
business analysts. 


GOVERNMENT EXPERTS—on Popula- 
tion, Income, Sales. 


THE HON. WRIGHT PATMAN—author 
of Robinson-Patman Act. 


PETER B. B. ANDREWS—and his 300 in- 
dustrial panel members (SM‘s “Future 
Sales Ratings” Board). 


EXECUTIVES OF INTERNATIONAL MA- 
CHINISTS UNION. 


The study will be in two main parts—one 
featuring the detailed broadscale evoca- 
tion of 1965 business trends and condi- 
tions, the other a statistical analysis of 
metropolitan area growth—for 233 areas 
—by the Survey of Buying Power staff. 

The Metropolitan Area Study will show 
the current population, income and re- 
tail sales—a 1945-54 Index of Change in 
each of these categories as well as for 
the 5-store groups .. . food, general 
merchandise, furniture-household-radio, 


WILLIAM T. SNAITH—President of Ray- 
mond Loewy Corp., one of the world’s 
big-name authorities in product design. 


GERHARD COLM—National Planning 
Association. 


ADVERTISING AGENCY EXPERTS—au- 
thorities on distribution and merchan- 
dising. 


DR. J. M. GOULD and the staff of Mar- 
ket Statistics (the Men Behind the Sur- 


vey of Buying Power). 


automotive and drug—for each area, 
each county within the area, the city or 
cities for which the area is named, all 
other cities in the area with retail sales of 
$50 million, and all multiple cities in the 
area. PLUS a projection to 1965 of cur- 
rent population trends, an exclusive list- 
ing of 85 of the 233 metropolitan county 
areas where better-than-average popu- 
lation gains will propel the entire area 
ahead in its national ranking. 


The 1965 LOOK 
Coming Your Way in November 10 Sales Management 
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ELEMENTS OF MARKETING, Sth Ed. 


by PAUL D. CONVERSE, HARVEY W. HUEGY and ROBERT V. MITCHELL, all of University of Illinois 


A es up-to-date marketing text, 
practical in approach, Elements of Market- 
ing, Sth Edition, covers both problems and 
techniques. The most popular text in the 


field, it presents the newest terms, the latest 
techniques, the most recent court rulings, 
in simple, easy-to-understand language. 


968 pages 6”x9” + Published 1952 


SALES ADMINISTRATION PRINCIPLES AND PROBLEMS, 3rd Ed. 


by BERTRAND R. CANFIELD, Chairman, Director of Sales and Advertising, Babson Institute 


This new edition of the most successful 
text on sales management ever published is 
a completely rewritten book, incorporating 
suggestions from teachers of sales admin- 
istration. Changes in the new edition in- 


clude greater emphasis on sales operation 
and control, sales planning and policy ; im- 
provement of problems to include more 
detail. 


662 pages + 6”x9” + Published 1954 


EFFECTIVE PUBLIC RELATIONS: Pathways to Public Favor 


by SCOTT M. CUTLIP, University of Wisconsin; ALLEN H. CENTER, Public Relations Director, Motorola, Inc. 


Here is a most comprehensive treatment of 
Public Relations—its development, how it 
functions, and its actual practice in in- 
dustry, business, government, education 


and many other ficlds. Case examples 
punctuate the book, and there is one com- 
plete chapter of case histories for study 
and reference. 


502 pages + 6”x9” + Published 1952 


INTERNATIONAL TRADE PRINCIPLES AND PRACTICES, 3rd Ed. 


by PAUL V. HORN, New York University 


This thorough examination of interna- 
tional trade emphasizes United States 
leadership in world trade and affairs and 
covers completely: implications of Point-4 


Program .. . 

. changed colonial status in trading 
situations . . . General Agreement on 
Tariffs and Trade. 


734 pages + 6"x9” 


Published 1951 


For approval copies write 


PRENTICE-HALL, Inc. - 


70 FIFTH AVENUE, NEW YORK 11.W.Y 


Please mention the JOURNAL OF MARKETING in writing advertisers 


There are no secret strategies any more 


Introduce your new product in Any Town, 
U. S. A. Back your line with merchandising 
that beckons, advertising that beguiles. Test 
it—and while you're watching, your competi- 
tion isn’t necessarily waiting. For the word gets 
back. 

A friendly retailer talks. A salesman over- 
hears. A broker whispers. An editor prints 
three lines of type. The word gets back! 

The strategy is known. Only its strength 
isn't. To give point to your plans, you MUST 
have information on strength. The fastest in- 
formation your money can buy! 

Largest and fastest tailor made store audit 
organization in the country, Selling Research 
has brought to 185 major marketers and ad- 
vertising agencies a confident awareness of all 
that’s going on. For ten years, the record has 
been proven. 

You can benefit from Selling Research 
speed, now. In market tests, on any product. 
In continuing store audit data. In total mar- 
ket product audit, too! 

Consider the speed with which Selling Re- 
search delivers, in tailor made store audit. 


Within seven days of authorization, your field 
work begins. In any or all of 18 cities in the 
United States, 16 in Canada. You select the 
markets, add other markets as you require. In 
the United States alone, Selling Research cov- 
ers 7,625, key stores. 

As many as 450 Selling Research auditors 
gather your data, Traveling supervisors verify 
it, on the spot. Regional supervisors double. 
check it. Within ten days of completion of 
field work, the validated report is in your 
hands. 

Get the facts today, on the fastest informa- 
tion your money can buy—in any field of store 
audit! 


Your FASTEST reports on merchandise 
movement come from Selling Research 


GROCERY APPLIANCE 
DRUG SOFT GOODS 
LIQUOR HARDWARE 
JEWELRY AUTOMOTIVE 


CONFECTIONERY 
STATIONERY 
VARIETY 
DEPARTMENT 


96 Liberty Street, New York 6, N.Y. Selling Research , Inc. 
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How price your product 


based on effective application and control of 


Marketing Costs 


A NEW and ORIGINAL technique of allocating MARKETING costs 
and expenses. As different proportional amounts of marketing costs are 
chargeable to products, classes of customers and methods of sale or de- 
livery, a special accounting mechanism is needed to properly record these 
allocations. 

“PROFIT ANALYSIS” is the FIRST book to describe, explain and ILLUS- 
TRATE in detail every step of a novel, practical and complete system for the manu- 
facturer or wholesaler of more than one product to insure a profitable selling price 
structure, 

“PROFIT ANALYSIS” helps you discover weak spots in marketing costs pro- 
cedures, and other operations of the company are pinpointed by mere inspection of 
the data obtained. 

The “PROFIT ANALYSIS” method requires the cooperation of all departments 
of management in the establishment of BASES for the allocations of Marketing 
Costs—the final results assure their enthusiastic cooperation for still better and 
better teamwork. 

Your Selling Price should be calculated on a “pay-as-you-use” or “pay-as-you-buy” 
principle. They should include orly such 
costs of particular functions of the mar- 
keting process which a customer buys. 
They will be REALISTIC when you 
apply the proven practice contained in 
“PROFIT ANALYSIS.” You will know 
how to re-price your product and compete 
for different classes of business more suc- 
cessfully and profitably. 


364 pages $10 postpaid 
money-back guarantee 

FREDERICK M. EISNER 
70 Linda Avenue White Plains, WN. Y. 


Send me. .. .copies postpaid at $10 per copy 
subject to your 10-day money-back guarantee 
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A.M.A. 
1955 WINTER CONFERENCE 


A Challenge to Marketing 
and Marketers 


Can automation contribute to lower marketing costs as it 
has to lower production costs? Can marketing keep abreast 
of the shifting consumer market and sell it the goods nec- 
essary to keep the nation’s production capacity humming? 
These areas—and many others—will be explored at 
A.M.A.’s 1955 Winter Conference. 


The science of marketing can be advanced only by advanc- 
ing the knowledge of marketers. Elementary, of course. 
The point is—this means you! The conference will bring 
together many of the top people in the marketing field for 
contributions and exchanges of ideas. Any progressive mar- 
keter certainly will want to profit from such a collection of 
top talent in order to keep pace with the rapid advances in 
the field of marketing. 


Do your conference planning early. Turn your calendar 
now to December and put a circle around 27, 28, 29. 


Reservation form will be mailed soon. Watch for it—and 
return it promptly. 


1955 WINTER CONFERENCE 
AMERICAN MARKETING ASSOCIATION 
Hotel Roosevelt, New York December 27, 28, 29 
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HOW MANY DOLLARS FOR ADVERTISING 


ALBERT WESLEY FREY, Dartmouth College 


Introduces an important new method for 
determining the optimum size of advertising 
appropriations—the marketing-program 
method. ‘The outgrowth of an extensive study 
of the working methods of more than one 
hundred leading advertisers and trade asso- 


Principles of MARKETING 


HAROLD H. MAYNARD ond THEODORE N. 
BECKMAN. Revised by THEODORE N. 
BECYMAN with WILLIAM R. DAVIDSON 
—all The Ohio State University 


An outstandingly successful textbook which 
offers a broad treatment of the fundamentals 
of marketing. Analyzes—from a functional and 
consumer point of view—our day-to-day mar- 
keting institutions, policies, and —- 
Book covers every pertinent phase of market- 
ing as a field of economic study, helping the 
student to understand the many controversial 
questions arising out of today’s marketing 
unctions. Instructor's Manual available. 
Fifth Edition, 34 ills., tables; 792 pp. $6 


For the merchandising student—a practical 
guide of selected topics which presents a 
complete, detailed, yet simple explanation of 
merchandising mathematics. Focusing on the 
practical aspects of the subject, book deals 
with theory only to present basic principles 


SALESMANSHIP 
Principles and Methods of Effective Selling 
ALFRED GROSS, New York University 


This stimulating textbook provides realistic 
training in modern salesmanship, he!ping stu- 
dents to master underlying rules and tech- 
niques, Offers examples from the sales strategy 
of dozens of progressive companies. Against 
the broad marketing structure, book empha- 
sizes personal selling as related to advertising, 
research, merchandising, and marketing as a 
whole. Stresses the salesman’s need for full in- 
formation concerning his product, market, 
competition, etc. Includes hints on how to win 
back lost accounts, put over a new product, 
etc. Instructor's Manual available. 45 ills., 562 


MATHEMATICS OF RETAIL MERCHANDISING 
BERNARD P. CORBMAN, State University of New York 


THE RONALD PRESS COMPANY 


ciations, this new book analyzes the requi- 
sites of the marketing program as a whole, 
showing how advertising can be built into 
such a program and expenditures for ad- 
vertising determined accordingly. Includes 
analysis of strengths and weaknesses of vari- 
ous current methods. 77 ills., tables. $4.50 


RETAILING 


Principles and Practices 
PAUL L. BROWN and WILLIAM R. DAVIDSON 
—both The Ohio State University 


Based on the practices of progressive retailers 
and the business experience of the authors, 
this textbook illustrates how to set up mer- 
chandising operations on a greater pr Pret 
level to increase sales and lower costs. Stressin 

planning, organization, and personnel, boo 

covers merchandise control and pricing, buy- 
ing, credit management, sales promotion, tele- 
phone and mail order selling, etc. Adaptable 
to the operations of J size business. In- 
structor’s Manual available. 80 ills., tables; 


726 pp. 


and definitions. Includes the determination 
of markup, markdown, maintained markup, 
gross margin, the retail method of inventory, 
the calculation of capital turnover, ete. 
Instructor's Manual available. Illus. 327 pp. 

$3.50 


SALES MANAGEMENT 


HAROLD H. MAYNARD, The Ohio State 
University; HERMAN C. NOLEN, Vice-President, 
McKesson & Robbins, Inc. 


A widely used book for college students and 
sales managers who want to know more about 
the great advances being made in the practice 
of sales management, and the role of the sales 
executive as his work becomes more and more 
professional in nature. The book's coverage in- 
cludes a look at new techniques for salesmen, 
the formation and determination of product 
and sales policies, the utilization of marketing 
research information, etc. Instructor's Manual 
available. Revised Edition, 46 ills., tables; 
667 pp. $6 
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MARKETING AND DISTRIBUTION RESEARCH 
LYNDON O. BROWN, Columbia University 


Third Edition of this outstanding textbook 
provides a clear interpretation of the funda- 
mentals of marketing and distribution re- 
search. Fully covers methods, uses, and sci- 
entific foundations. Broad in scope, the book 


CASES and PROBLEMS in 
MARKETING RESEARCH 


DONALD F. BLANKERTZ, University of 
Pennsylvania; ROBERT FERBER ond HUGH G. 
WALES—both University of Illinois 


Designed to supplement any basic textbook, 
this work contains 56 marketing research 
problems of varied length and difficulty which 
follow the nine major steps in a research 
operation. Develops a working knowledge for 
actual situations and provides a vast command 
of modern techniques and practices. Instruc- 
tor’s Manual available. 339 pp. $5 


combines basic principles and today's best 
rofessional practices, citing experiences of 
American corporations, Latest devel- 
opments in sampling techniques, new — 
ters on motivational and operations research. 
75 ills., tables; 561 pp. $6.75 


MARKETING in the 
AMERICAN ECONOMY 


ROLAND S. VAILE, University of Minnesota; 
E. T. GRETHER, University of California, 
and REAVIS COX, University of Pennsylvania 


An authoritative textbook designed to show 
why marketing exists and how it functions in 
the American economy. Answers questions on 
how marketing fulfills its social and economic 
duties. Interprets marketing as the prime fac- 
tor behind allocation and use of resources, 
distribution of private income, etc. Instruc- 
tor’s Manual available. s03 ills., tables; 737 


PP. 


PRICE PRACTICES AND PRICE POLICIES 
JULES BACKMAN, New York University 


This study makes available the broad range 
of information for pricing products and serv- 
ices, and specifically analyzes the techniques 
used successfully in manutacturing, retailing, 
public utilities, insurance, protessional fee- 
setting, etc. Fully examines price behavior 


Frey’s ADVERTISING 
ALBERT WESLEY FREY, Dartmouth College 


With the entire scope of planning and opera- 
tion in mind, the author presents advertising’s 
fundamentals, latest promotional techniques, 
and trends. He stresses how to organize anu 
run an integrated department; how to trans- 
late research into effective, profitable adver- 
tising. Outlining today’s new opportunities 
and media, author gives invaluable guidance 
on advertising appeal, theme, consumer mo- 
tivation, copy testing, etc. Instructor's Manual 
available. 2nd Ed. 104 ills., tables; 756 pp. 

$6.50 


and fixing, guaranties against cost and price 
changes, effects of anti-trust laws, unfair 
trade laws, etc. Contains the views of top 
economists; answers queries about govern- 
ment price regulating. 24 ills., tables; 660 
PP. 


ADVERTISING LAYOUT 
WILLIAM LONGYEAR, Pratt Institute 


Shows how top advertising artists create suc- 
cessful, result-getting layouts. Up-to-the-min- 
ute ideas and approaches lor newspaper, mag- 
azine, direct mail, poster, and IV layouts. 
Complete instructions—from basic rules to 
‘high fashion’ technique—supplemented by 
100 finished and unfinished layouts by leadin 

professionals. Many clarifying 
sketches. Includes instruction in typography, 
lettering, balance, unity, contrast, bleed space, 
and other essentials. More than 200 ills, $6.50 


15 East 26th Street. New York 10, New York 
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BURKE MARKETING RESEARCH, INC. 


2374 Kemper Lane, Cincinnati 6, Ohio 


=» = = Over 20 years’ experience in serving America’s 
leading corporations: 


@ CONSULTATION AND PROJECT DESIGN 
@ MARKETING AND DISTRIBUTION STUDIES 
@ PRODUCT AND PACKAGE TESTING 

@ MOTIVATION AND ATTITUDE RESEARCH 


® ADVERTISING AND MEDIA RESEARCH 


son Offering the finest in research facilities: 


@ FULL-TIME INVESTIGATORS 

® CONTINUOUS ON-THE-JOB SUPERVISION 
@ CONSTANT TRAINING BY SUPERVISORS 
@ STANDARDIZED SAMPLING CONTROLS 


@ A TV LABORATORY AND STUDIO FACILITIES 


s = # Covering the United States, from branches in: 


@ CINCINNATI 
@ PHILADELPHIA 
@ CHICAGO 


DAYTON 


MINNEAPOLIS 


ComMPANY MEMBER: AMERICAN MARKETING ASSOCIATION 
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I. DISCRIMINATION BETWEEN 
NONBUYERS OF CONSUMER DURABLE GOODS 


BUYERS AND 


y what set of characteristics can we 
B classify American spending units in 
order to be able to predict, as well as pos- 
sible, whether any particular unit will be 
a buyer or a nonbuyer of automobiles or 
household durable goods during a calen- 
dar year? Naturally, we shall not be in- 
terested in any particular family in this 
study but want to make an average judg- 
ment. Thus our goal will be to analyze 
fluctuations in the percentage of buyers 
among the population of all spending 
units on the basis of examination of their 
average characteristics. We shall ap- 
proach this problem, however, from a 
microcosmic statistical analysis in which 
final percentages on averages are derived 
by aggregating estimates of individual 
expenditure patterns. 

The motivation for this present anal- 
ysis came through a consideration of the 
statistical discrimination problem, al- 
though we immediately transform the 
calculations into familiar multiple re- 


gression formulations and find the dis- 


criminatory appr.ch to be not essen- 
tial.! The problem is, however, nicely 
formulated from the discriminatory 


* The formal computations of discriminant analy- 
sis can be readily transformed into those of correla- 
tion analysis, and the latter approach is better suited 
to the assumed causal structure—from a group of pre- 
determined variables to purchase decisions. The line 
of causation is turned about in discriminant analysis. 


DECISIONS TO PURCHASE CONSUMER 
DURABLE GOODS 


L. R. KLEIN AND J. B. LANSING 
University of Michigan, Survey Research Center 


point of view. We pose, according to this 
view, the following question: What (lin- 
ear) combination of variables best dis- 
criminates between buyers and nonbuy- 
ers of consumer durables? The essential 
ingredient in this formulation is the 
stated objective of a dichotomous classi- 
fication derived from indirect measures 
of people. In economic business-cycle 
analysis these indirect measures will be 
of use in prediction provided we can esti- 
mate them in advance; hence they will 
consist of easily predictable demographic 
or prior variables. 

Presumably, the best objective would 
be to estimate true structural behavior of 
spending units, that is, an equation in- 
cluding all possible variables enabling us 
to make a “best” classification into 
groups of buyers or nonbuyers except for 
random error. To do this with the infor- 
mation at our disposal may involve using 
some variables that are not strictly pre- 
determined or at least not known accu- 
rately in advance of any forecasting situ- 
ation. We may then need estimates of a 
whole network or system of relations to 
use such a structural behavior equation 
in forecasting. We, therefore, first estab- 
lished a more limited objective, namely, 
to estimate a single equation depending 
only on things known in advance of any 
forecasting situation which will yield 
“best” possible predictions of the frac- 
tion of buyers in our population. In sub- 
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sequent calculations the limited objec- 
tive is dropped. 

A “reinterview” subsample of the 1953 
Survey of Consumer Finances, conducted 
by the Survey Research Center of the 
University of Michigan for the Board of 
Governors of the Federal Reserve Sys- 
tem, provides data enabling us to pair 
actual purchase decisions with a wide 
group of variables determined at a prior 
time point. The reinterview sample con- 
sists of about 1,000 spending units inter- 
viewed both in early 1952 and 1953. On 
the first survey we collect data on factors 
presumed to be associated with expendi- 
ture decisions, On the second survey we 
collect responses on whether or not pur- 
chases were, in fact, made. 

Among the factors assumed to be asso- 
ciated with spending decisions are eco- 
nomic variables such as income, liquid 
asset holdings, and debt status; consumer 
expectations or attitudes such as buying 
intentions, feeling of financial well-be- 
ing, appraisal of buying conditions, price 
expectations, and income expectations; 
and demographic characteristics such as 
age, marital status, and geographical lo- 
cation. 

In keeping with the objective of pre- 
diction, we define our income variable to 
be income of the year preceding purchase 
decision. In our sample this variable re- 
fers to income received during 1951 and 
ascertained by personal interview in 
early 1952. Similarly, liquid-asset hold- 
ings and debt status are determined as of 
the beginning of 1952, that is, at the time 
of the first interview. Consumer expecta- 
tions were estimated from the following 
questions asked in early 1952: 


Buying intentions. 
“Do you expect to buy a car this 
year, in 1952?” 
“Do you expect to buy any large 
items such as furniture, a refrigerator, 
radio, television set, household appli- 


ances, and so on—during this year, 
1952?" 
a. “Anything else?” 


Feeling of financial well-being. 
“Would you say that you folks are 
better off or worse off financially now 
than you were a year ago?” 


a. “Why do you say so?” 


Appraisal of buying conditions. 
“Do you think that this is a good 
time or a bad time to buy automobiles 
and large household items?” 


a. “Why do you say so?” 


“Well, how about the rest of this 
year, 1952—do you think it will be a 
good time or a bad time to buy auto- 
mobiles and other large household 
items?” 


a. “Why is that?” 


Price expectations. 
“Now speaking of prices in general, 
I mean the prices of things you buy, do 
you think they will generally go up 
during 1952, or go down, or stay about 
where they are now?” 


a. “Why will they do that?” 


Income expectations. 


“How about a year from now—do 
you think you people will be making 
more money or less money than you 
are now, or what do you expect?” 


a. “Why is that?” 


The demographic characteristics stud- 
ied are straightforward, except for not- 
ing the fact that they refer to characteris- 
tics of the head of the spending unit 
where a single person is conceptually in- 
volved. Besides age, marital status, and 
geographical location, other demo- 
graphic variables such as occupation, ed- 
ucation, and size of city were examined 
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but excluded at an early stage of analysis. 

The economic variables are indicative 
of enabling conditions facilitating or not 
facilitating spending decisions; the ex- 
pectations and attitudes presumably 
shape consumers’ psychological propen- 
sities Or motivations to spend; while the 
demographic variables show physical 
characteristics making for or against ex- 
penditures. 

Whether or not expressed buying in- 
tentions are basic attitudinal measures 
belonging in a behavioral equation, we 
shall not attempt to say. Many analysts, 
however, make use of intentions data and 
time trends in them to appraise the buy- 
ing outlook. In a sense, our analysis can 
be interpreted as a study of fulfillment— 
a study of the factors contributing to the 
carrying out or not carrying out of buy- 
ing intentions. We do not introduce a 
direct measure of fulfillment as such, but 
we have the components separately in the 
estimated relationships; namely, actual 


purchases, planned purchases, actual in- 


come change, and expected income 
change.* We shall attempt to determine 
the rate at which purchase plans are 
translated into decisions for given values 
of several other variables. For an increase 
of a percentage point in the number of 
spending units expecting to buy dura- 
bles, we shall estimate an average frac- 
tional point by which the percentage of 
actual purchasers can be expected to in- 
crease, other things equal. In this sense 
we study fulfillment of plan.. As we shall 
demonstrate later, buying intentions ap- 
pear to be one of the most powerful indi- 
cators, among the group of variables 
studied here, of actual expenditure de- 
cisions. 

The reinterview sample, while ex- 

* For some studies of direct measures of fulfillment 
in a previous reinterview sample, see J. B. Lansing 
and S. B. Withey, “Consumer Anticipations: Their 
Use in Forecasting Consumer Behavior,” Studies in 


Income and Wealth, Vol. XVII (New York: National 
Bureau of Economic Research) 1955. 


tremely useful as an analytical tool for the 
type of study we are pursuing, has draw- 
backs. In order to keep costs from being 
exorbitant, the Survey Research Center 
reinterviewed only those spending units 
residing at selected addresses who did not 
move between the two interview dates. 
Movers appear to be more frequent pur- 
chasers of durable goods than nonmov- 
ers. For example, in the total sample of 
the 1953 Survey of Consumer Finances, 
it is estimated that 50 per cent of all 
spending units made expenditures on 
durable goods in 1952. Among those who 
moved into sample addresses during 1952 
(interviewed early in 1953), 62 per cent 
made expenditures on durables in 1952. 
Among those who moved out of sample 
addresses during 1952 (interviewed early 
in 1952), 61 per cent made expenditures 
on durables in 1951. In the reinterview 
sample of nonmovers, 46 per cent bought 
durable goods in 1952. There is some in- 
dication that movers are younger people 
and people whose income is not station- 
ary. These latter facts undoubtedly have 
something to do with the observed dif- 
ference in purchase decisions among 
movers and nonmovers, but probably do 
not account for the entire difference, Mo- 
bility, in itself, may create needs for ex- 
penditures. 

Income is considered to be an obvious 
and powerful variable in discriminating 
between buyers and nonbuyers. We shall 
later modify our opinion concerning the 
importance of income; nonetheless an in- 
formative tabular presentation of results 
shows, for each of eight income classes, 
the percentage of buyers in different eco- 
nomic, attitudinal, or demographic 
groups. From these data we can build 
our multiple regression functions. We 
present tables containing only the vari- 
ables actually used; s »me containing dis- 
carded variables that show no noticeable 
relationship to purchase decisions are 
not included. 
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Among the variables we have consid- 
ered as discriminators between purchas- 
ers and nonpurchasers is debt status. 
We do not have a comparable table for 
indebtedness groups but in other tabula- 
tions found that high debt levels at the 
end of 1951 relative to 1951 income were 
frequently associated with purchases of 
durable goods. The sequence of Tables 
I-VIII suggests the other variables be- 
sides income which are relevant for dis- 
criminating between purchasers and non- 
purchasers, These tables also suggest a 
general mathematical form of .relation- 
ship for studying purchasing vs. not pur- 
chasing of durables. 

In all tables we repeat the calculation 
of the proportion of purchasers in each 
income group. This proportion rises 
steadily to the point of $5,000 and then 
fluctuates about a fairly steady level. We 
make use of an approximate graduation 
of the simple relationship between the 
proportion of purchasers and income 
given by a linear relation between the 
proportion and the logarithm of income. 
For each individual spending unit, we as- 
sume a relation of the form 


(1) B,=a+AlogY,,i=1,2,...N, 
where B, = o if the i-th unit is not a pur- 
chaser 
B, = 1 if the i-th unit is a pur- 
chaser 
Y,; = income of the i-th purchaser 
N = total number of spending 
units 
If we sum (1) over all spending units and 
divide by the total, N, we get 


N N 

=a+ logy, 
i=! 

N N 

or 
(proportion of 
purchasers) = a + £ (logarithm of geo- 
metric mean income) 
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1952 Liquid Asset Holdings 


f!- 200 500 1000 2000 5000 10,000 25,000 
199 -999 -1999 4999-9999 24,999 & Over 


All 
holders of 
units liquid assets None 


All 
spending 


Number 
of cases 


1951 Income 


Less than $1000 


Total or average 


10,000 ‘or more 


* The durables included are automobiles, furniture, refrigerators, radios, television sets, and other household appliances. 
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Taste Il 


Prorortion oF Srenpinc Units Wuo Boucut Durasies in 1952 witHin INCOME AND Purchase Exrecta- 
TION Grours 


Purchase Expectations in 1952 


All spend- Do not expect 
1951 Income ing units Expect to buy* 
Less than $1000 A6 
1000-1999 AB 


10,000 or over 


Total or average 


* Includes those for whom purchase expectations were not ascertained. 


Taste 


Prorortion oF Spenpinc Units Wuo Boucnt Durasies in 1952 wirnin INCOME AND Economic WEeLL- 
Beinc Grours 


Feeling of Economic Well-Being 


All spend- Don't know, 
1951 Income ing units Better off off uncertain 


Less than $1000 
1000-1999 
2000-2999 
$000-3999 

4000 4999 
5000-7499 
7500-9999 
10,000 or more 


Total or average 


Taste IV 
PrororTion oF SrenpiING Units Boucut Duranstes in 1952 wirnin INCOME AND Paice EXPrcraTion 
Grours 


Price Expectations in Early 1952 


Number All spend- Prices will 
1951 Income of cases ing units 


Less than $1000 
1000-1999 
2000-2999 
3000-3999 
4000-1999 
5000-7499 
7500-9999 
10,000 or more 


Prices will ; Prices “will Uncer- Not ascer- 
tain tained 


‘Total or 
average 


= 
A5 6A 39 
3000-3999 180 ‘57 ‘#2 ‘47 
4000-4999 146 58 ‘66 53 
5000-7199 172 53 63 
7500-9999 50 ‘54 66 ‘M4 
113 59 6A 56 
| 
125 29 43 23 26 
147 ‘45 ‘57 "30 36 
180 ‘57 ‘68 ‘48 ‘58 ‘46 
146 58 62 63 49 78 
172 53 53 53 ‘44 59 
50 ‘57 51 ‘56 
113 59 63 62 48 1.00 
1036 AG 56 38 42 
125 29 29 25 38 38 
147 45 $7 49 ‘66 53 40 
180 ‘57 ‘65 ‘46 ‘47 62 ‘49 
146 ‘58 62 ‘AG ‘54 ‘86 51 
172 53 55 ‘55 26 25 ‘82 
50 4 61 ‘47 61 100 
113 59 69 ‘49 ‘38 85 56 
1036 AB “AS AS AS 
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Taste V 
Prorvortion OF SrenpiING Units Boucut Durasies In 1952 witHin INCOME AND BuyING CONDITION 
Groups 


Appraisal of Goodness of Present Time for Purchasing Durables 


Number 
of cases 


All spend- 


1951 Income ing units 


Good, 
very good 


Don't 
know 


Bad, 
very bad 


Not ascer- 


Pro-Con tained 


Less than $1000 p 32 
1000-1999 AA 
2000-2999 d AB 
AB 
56 
A7 
63 
10,000 or more . 50 
Total or AB 
average 


21 
28 


Since log Y, tends to follow the normal 
distribution, there are some obvious ad- 
vantages in graduating the nonlinear re- 
lationship between the percentage of 
purchasers and income as we have done 
in (1). 

In Table I we find little relation be- 
tween liquid asset holdings and purchase 
decisions. There is little tendency for 
holders to purchase more frequently 
than nonholders or for large holders to 
purchase more frequently than small 
holders. For example, in the lowest in- 
come group 1g per cent of all holders 
purchased compared to 22 per cent of 
all spending units. In interpreting this 
table and the following tables, it must be 
kept in mind that many of the cells are 
spa.sely populated. In order to avoid 
cluttering the tables, we show the num- 
ber of cases for each row rather than for 
each cell, Since the row totals are by no 
means evenly spread among columns, 
one cannot infer the actual number of 
cases in any given cell from these tables. 
Obviously, however, extreme cells, such 
as the high values of liquid asset hold- 
ings, have few occupants. 

The tables should each be studied as a 
whole in a search for relationships. If we 
regard liquid assets as indicative of ena- 
bling conditions in purchase decisions, 


we should expect to find a significant 
positive effect, but such an effect does 
not appear in Table I nor in the multi- 
variate calculations presented later. By 
the same line of reasoning, we should 
expect indebtedness to be a deterrent to 
spending. As mentioned previously, our 
sample shows a positive correlation be- 
tween debt holdings and frequency of 
purchases. Possibly, those in debt are in 
the habit of borrowing to purchase con- 
sumer durables and continue to do so 
from one period to the next. 

One of the strongest associations found 
in this study is that between purchase 
plans and actions. Among those who ex- 
pect to buy, the fraction of actual buyers 
is consistently greater than the number 
of nonbuyers. This result is shown in 
Table Il. Two other attitudinal variables 
of apparent statistical significance are 
feelings of financial well-being and price 
expectations, as shown in Tables III and 
IV. By a measure of financial well-being, 
we mean a scaling of answers to the ques- 
tion of whether the spending unit is 
better or worse off financially now com- 
pared with a year earlier. A question like 
this includes more than a change in in- 
come rates. Especially in times of infla- 
tion or deflation, it includes cost-of-liv- 
ing movements. It also, possibly, includes 


= 

06 
10 a 26 20 
68 40 46 40 
70 56 ‘41 59 
‘43 59 1.00 62 
39 60 73 55 
‘55 70 
90 58 86 56 
49 35 40 42 
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asset-debt changes and other relevant 
financial characteristics; nevertheless it is 
correlated with income change. In Table 
III, those who said that they were better 
off at the beginning of 1952, bought 
durables, in every income class, more 
frequently than those who said that they 
were worse off. An analogous variable, 
not tabulated here, was also considered, 
namely, a scaling of answers to the ques- 
tions: 


“Are you folks making as much 
money now as you were a year ago, or 
more or less?” 


a. “Why is that?” 


This variable gives an approximation to 
past income change (earning rate, early 
1952, compared with earning rate, early 
1951). The past income change variable 
showed ‘eswits similar to those in Table 
{II, but throughout the range of income 
classes differences in buying frequencies 
between those making more and those 
making less were not as large as those for 
the measure of financial well-being. In 
the multivariate analysis, this pattern 
holds in that financial well-being is sta- 
tistically significant while past income 
change is not. 

In Table IV, we notice that downward 
price expectations are associated with rel. 
atively frequent buying in the first three 
income classes (below $3,000). Upward 
price expectations are associated with rel- 
atively frequent buying in the other in- 
come Classes. This suggests both a “main 
effect’”’ of price expectations and an “‘in- 
teraction effect’” with income. We have 
successfully found only the ‘main effect’’ 
in the multivariate analysis, and it takes 
the form found in the income classes 
above $3,000. This is presumably the be- 
havior of a “rational” man who expects 
prices to rise and buys now before they 
go even higher. Or we may put it as the 


bas 
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Stage in the Life Cycle 


45 years and over 


18-44 years of age 


Not 
ascertained 


No 
children 


No 


children 


Number 
of cases 


Others* 


Unmarried 


Children 


Children 


Unmarried 


All spend- 
ing units 


1951 Income 


Less than $1000 


1036 
* Married, with only one adult in spending unit; not married, with children under 18. 


Total or average 


| | 
| 
is 
| | 
| 
| 
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behavior of the man who rearranges his 
asset portfolio in favor of real durable 
goods in anticipation of price increases. 

Another obvious candidate among con- 
sumer attitudes would be personal in- 
come expectations. We have not in- 
cluded a table on this variable because it 
proves to be of minor significance as a 
discriminator of the type we seek. At in- 
come levels below $5,000, there does ap- 
pear to be a higher purchasing rate for 
those expecting an increase than for 
those expecting a decrease. This differ- 
ence dissipates in the three highest classes 
of income. 

A variable that has proved to be of sig- 
nificance in past sample surveys, is re- 
spondents’ appraisal of favorableness of 


buying conditions.? We have made vari- 
ous calculations with this variable, but 
have not uncovered any significant influ- 
ence in our sample, as is suggested in ad- 
vance by the results in Table V. 
Demographic structure, the variable 
displayed in Table VI, combines age, 
marital status, and family size. We find 
in this table the most striking effect to 


* See G. Katona and Eva Mueller, “Consumer Atti- 
tudes and Demand, 1950-1952," (Ann Arbor: Survey 
Research Center, University of Michigan) 1953, 
Chapters 2 and 4. An important difference between 
our analysis and that of Katona and Mueller, how- 
ever, is that we have respondents’ appraisals of 
buying conditions for automobiles and household 
durables, while they have appraisals of buying condi- 
tions for household durables alone. There are indi- 
cations that their measure is more closely related to 
purchase decisions than ours. 


Taste VII 


Number All spend- 65 or Not ascer- 
1951 Income of cases ingunits 18-24 25-34  I5-44 45-54 55-64 over tained 
Less than $1000 103 22 AY A4 23 15 02 0.67 
1000-1999 125 29 2 Al AG 25 08 18 1.00 
2000-2999 147 28 62 50 36 18 39 1.00 
8000-3999 57 59 OA 63 65 32 32 0.53 
4000-4999 146 58 75 80 67 A7 28 22 0.80 
5000-7499 172 53 1.00 Ab 65 55 39 23 — 
7500-9999 50 5A 1.00 36 Al 77 AY — 1.00 
10,000 or more 113 59 —. 70 67 A5 60 60 0.52 
1036 50 


Taste VIII 
Provortion OF Srenvinc Units Wuo Boucut Durantes In 1952 wrrntn INCOME AND REGIONAL Grours 


Region 


Number All spend- 

1951 Income of cases ing units Northeast* North Central South* West 
Less than $1000 103 22 08 16 27 A3 
1000-1999 125 29 18 $5 
2000-2999 1417 ADS 41 40 
8000-3999 180 57 54 61 
4000-4999 146 58 52 56 
5000-7499 172 53 AB 56 
7500-9999 50 5A 28 80 
16,000 or more 113 59 57 56 

1036 AG 42 49 


* Including Maryland except Baltimore. 
"Including Washington and Baltimore. 


|| 
Prorortion oF Srenpinc Units Boucut tn 1952 wirnin INCOME AND Ace Groups 
Age 
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be that of marital status. Married people 
buy durable goods more frequently than 
do unmarried people. A finer age classi- 
fication is used in Table VII, and here 
we see a familiar pattern, namely, that 
buying grows with age and then falls 
after either 45 or 55 years. This pattern 
is most apparent in the middle-income 
classes where we have comparatively 
large frequencies. Some of the deviations 
from this pattern in other classes may be 
due to sparse inhabitation of certain cells. 
Both age and marital status are cor- 
related with income, and when we give 
them all equal treatment in one multi- 
variate relation, the influence of income 
is considerably dampened in favor of the 
two demographic measures. 

Table VIII indicates that buying fre- 
quencies tend to rise as we move across 
the country from the Northeast to the 
West. The North Central and Southern 
regions are not much different between 
themselves and fall between the extremes 


of Northeast and West. It is difficult to 
judge whether this is purely an empirical 
result serving as a proxy for more funda- 
mental factors or whether it is basic in it- 
self. The West may have a spirit of 
growth, extending to the level of expan- 
sion of household inventories. On the 
other hand, we may be getting an indi- 
rect reflection of the effects of single-fam- 
ily dwelling units and relatively dis- 
persed cities growing up in the automo- 
bile age. 

We have not presented tables on such 
demographic variables as education, oc- 
cupation, and city size. These do not 
show any influence on frequency of pur- 
chase by income classes, perhaps because 
they are so highly intercorrelated with 
income and do not have more powerful 
effects as do marital status and age. 

The preceding simple tabulations and 
general a priori considerations lead us to 
put forth an equation of the following 
form for discrimination between buyers 
and nonbuyers of consumer durables: 


(2) log a2 + as + asl, + ag 


(AY)4, + a7 + ag 


Pet 


aio Gy + an 


+ aya Ay + ayy A*, + ayy Ry + 


1 if the i-th spending unit is a buyer 
9 if the i-th spending unit is a nonbuyer 


= income of the i-th + gerne | unit in the previous year 

= debt held by the i-th spending unit at the end of the previous year 

= liquid assets held by the i-th spending unit at the end of the previ- 
ous year 


1 if the i-th spending unit expects to buy some durable good 


o otherwise 


2 if the i-th spending unit is better off than a year ago 
__ 1 if the i-th spending unit is neither better nor worse off than a year 


ago 


o if the i-th spending unit is worse off than a year ago 


2 if the i-th spending unit is earning more than a year ago 
= 1 if the i-th spending unit is earning about the same as a year ago 
o if the i-th spending unit is earning less than a year ago 


2 if the i-th spending unit expects prices to rise 
= 1 if the i-th spending unit expects prices to remain about the same 
o if the i-th spending unit expects prices to fall 


E, = 
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2 if the i-th spending unit expects to earn more a year hence 


Y,,, = 1 if the i-th spending unit expects to earn about the same a year 


hence 


o if the i-th spending unit expects to earn less a year hence 


4 if the i-th spending unit thinks the present a very good time to buy 
g if the i-th spending unit thinks the present a good time to buy 
G, — 2 if the i-th spending unit thinks the present neither a good nor a 


bad time to buy 


1 if the i-th spending unit thinks the present a bad time to buy 
o if the i-th spending unit thinks the present a very bad time to buy 


M, = 


1 if the i-th spending unit head is married 
o ifthe i-th spending unit head is not married 


A, = age in years (bracket mid points) of the head of the i-th spending unit 


2 if the i-th spending unit lives in the West 
R, = 1 if the i-th spending unit lives in the North Central or South 
o if the i-th spending unit lives in the Northeast 


u, = random error 


In this equation we try to bring out 
the nonlinear effect of income by using 
the logarithmic transformation men- 
tioned earlier. Debt and liquid assets are 
considered in relation to past income 
level. The fact that the effect of price ex- 
pectations appears to differ by income 
level led us to introduce both P,, , and P,, , 
Y.1,; a8 separate variables. We assume a 
parabolic effect of age. If the coefficient 
of A is positive and that of A? is negative, 
we may then find that the age effect is 
first positive at lower age levels and then 
negative after middle age. Aside from 
these variables mentioned, the relation is 
linear, Considered as a function of the 
unknown parameters, it is completely 
linear. By summing both sides of (2) over 
i and dividing by N, the number of 
spending units, we have an average equa- 
tion for “‘relating’’ the percentage of pur- 
chasers to various average explanatory 
factors.* 

We have not estimated all the param- 
eters of (2) simultaneously but have esti- 
mated major subsets of them simultane- 
ously. In addition, we have considered 


*See p. 122 below, 


some variations of (2) obtained by put- 
ting some different variables in this basic 
equation. 

All estimates of (2) are based on a sam- 
ple of 729 spending units. From the total 
reinterview sample, we have excluded 
those spending units for whom some 
variable in (2) was not ascertained and 
those who purchased a durable good dur- 
ing 1952 prior to the interview which 
took place in January, February, or early 
March 1952. The reason for excluding 
not ascertained cases is obvious. This 
automatically excludes about 100 farm- 
ers since farmers were not asked some at- 
titudinal questions. We excluded those 
who already purchased a durable in 1952, 
before the interview, in order not to ob- 
tain a “spurious” correlation between 
buying expectations and actions. (In the 
regular tabulations in the Survey of Con- 
sumer Finances, any units who have al- 
ready bought in the short period between 
January 1 and the date of interview are 
combined with those who expect to buy 
during the rest of the year.) 

In Table IX, we present three partial 
estimates of (2), the most satisfactory be- 
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ing that in the third row in which all co- 
efficients have the anticipated direction 
of effect and nearly all coefficients have 
sampling errors no larger than half their 
estimated values. Below the third row of 
estimates, sampling errors are given in 
parentheses for the corresponding coefh- 
cient. 

In discussing these results, let us point 
out that the dominant variables in the 
relation are age, marital status, and pur- 
chase expectations. The sampling errors 
of the two separate age coefficients in the 
third line are both relatively large, but 
we know that age is definitely significant 
when included only linearly. The sam- 
pling error of the linear age coefficient in 
the first line is only one fourth the esti- 
mated coefficient value. A reasonable set 
of values for coefficients of A and A? per- 
sist in repeated calculations; therefore we 
are inclined to include both in our dis- 
criminant function even though there is 
some uncertainty about their size. 

The average age of spending unit 
heads and the proportion of married 
spending units in the population are rel- 
atively stable statistics, but the percent- 
age ol those who expect to purchase dura- 
ble goods is highly fluctuating over the 
course of the business cycle. It is interest- 
ing to find that one of our main attitu- 
dinal variables retains its strong influ- 
ence amid so many other explanatory fac- 
tors. 

Income is commonly thought of as the 
most important single variable for ex- 
plaining purchasing behavior, yet the in- 
come coefficient is relatively small and 
unreliable in the equation represented 
by the third line. Two main factors ac- 
counting for the drop in the income co- 
efficient after the first set of calculations 
are the intercorrelation of income with 
marital status and with age. A linear age 
variable is included in the first equation, 


— 0.037 


— 0.028 
— 0.034 


— 0.938 10°* 
of estimate* 


Standard error 


0.069 
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Correlation 
coefficient 
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* Adjusted for degrees of freedom. 
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bui income has the same parabolic rela- 
iion to age as do purchasing decisions. 

We consistently find, with this sample, 
that liquid asset holdings are not closely 
associated with purchasing decisions. 
This was already noticeable in Table I, 
above and persists in all our more clab- 
orate computations. Debt status, on the 
other hand, shows a significant positive 
relation to spending decisions. Besides 
income, this is the only traditionally eco- 
nomic variable found to be a significant 
discriminator. 

In addition to purchase expectations, 
respondents’ fee!ing of economic well-be- 
ing and price expectations are significant 
attitudinal variables in our multivariate 
equation. Price-income interactions, in- 
come expectations, appraisal of buying 
conditions, and past income changes® 
have all been duly considered but not ac- 
cepted as useful discriminators. A possi- 
bility that we did not explore directly in 
these calculations is the use of a com- 
bined variable made up of past income 
change and income expectations. Income 
expectations, when considered together 
with past change, give an indication of 
the permanent or temporary character of 
income change. A combination of these 
two variables has been skillfully em- 
ployed by Katona in studies from earlier 

Surveys of Consumer Finances.® 

The other demographic variable used 
in the equation of the third line is re- 
gion. This variable indicates the rate at 
which the purchasing frequency grows as 
we move from East to West. 

In further analysis of the same type, 
two new variables have been considered. 


* As we noted earlier, past income change and feel- 
ing of economic well-being are to some extent meas- 
ures of the same thing; therefore the significance of 
the latter implicitly attributes some significance to 
the former. 

* See G. Katona, “Effect of Income Changes on the 
Rate of Saving,” Review of Economics and Statistics, 
Vol. XXXI, 1949, pp. 95-103. 


One of these is occurrence or nonoccur- 
rence of a purchase in 1951. We intro- 
duced the variable 


1 if the i-th spending unit did 
_._ not purchase durables in 1951 
~~ © if the i-th spending unit pur- 

chased durables in 1951 


Nays 


It is well known that purchase decisions 
averaged over periods longer than one 
year show a more stable relationship to 
other variables similarly averaged than 
do 12-month purchase decisions to simi- 
lar 12-month explanatory variables. Since 
we are interested in predicting annual 
purchase percentages, we did not average 
purchases over longer periods but did try 
to achieve some of the same effect through 
the use of past purchase decisions. One 
would expect a negative correlation be- 
tween purchase decisions in two adjacent 
years; therefore we defined = 1 if a 
purchase was not made and looked for a 
positive coefficient in the final result. 

The other variable we introduced was 
income change, current income com- 
pared with past (Y/Y..). This is the single 
choice which led us from the path of 
pure prediction since Y is contempora- 
neous with B. 

At the same time as we introduced 
N., and Y/., into the analysis, we made 
attempts to rehabilitate two other vari- 
ables by reconsidering them in interac- 
tion with these two. Appraisal of buying 
conditions, G, has proved to be one of 
the more important variables collected 
in past surveys for analyzing the eco- 
nomic outlook, although it has shown a 
closer relationship to purchase decisions 
when limited to buying conditions for 
major household durables.’ We reintro- 
duced it as a linear variable in equations 
with N., and in interaction with N., and 
F, that is, in the forms G N., and G E. 
The fact of recent purchase or abstention 


"See G. Katona and Eva Mueller op. cit. 
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may vaguely indicate needs, and we feel ww 
that appraisai of buying conditions is a ¥ 
better variable if considered in conjunc- 
tion with need. Likewise positive expec- 
tations of purchase may be considered 
firmer if made in conjunction with a fa- 
vorable appraisal of buying conditions. 

The other variable which we tried to 
rehabilitate was the liquid asset-income 
ratio, (L/Y).. In some past studies, liq- 
uid asset holdings have been found to be 
significantly associated with expenditures 
on durable goods.* In studying a related 
topic, saving behavior, it was found that 
there are important interactions between 
(L/Y). and either income level or in- 
come change. Moreover, our colleague, 
J. Tobin, reports a significant interac- 
tion effect between the liquid asset-in- 
come ratio and income change on dura- 
ble goods expenditures (24 months’ data). 
We were thus led to introduce both 
(L/Y). and (L/Y).4 (Y/Y) together with 
income change in our basic equation of 
purchase decision. 

These various additional computa- 
tions are summarized in Table X. Here 
we see that none of the various interac- 
tion effects suggested, either those involv- 
ing appraisal of buying conditions or the 
liquid asset-income ratio, add anything 
of significance to the best result pre- 
viously obtained. Or the two new vari- 
ables considered, the previous year’s pur- 
chase decision and current income 
change, only the latter appears to be sig- 
nificantly and reasonably related to cur- 
rent purchase decisions. We have experi- 
mented with the calculation of various 
subsets of the variables in the first three 
rows of Table X but have found no 
other useful results. We omitted G and 
then G and G N., together from the first 


Standard error 
of estimate* 


Correlation 
Coefficient* 


—0.102 y 10° 
— 0.104 10° 


Taste X 
Apprrionat Estimates OF Purchase Dectston EQUATIONS 


Constant 


*See L. R. Klein, “Statistical Estimation of Fco- 
nomic Relations from Survey Data,” Contributions 
of Survey Methods to Economics (New York: Co- 
lumbia University Press 1954), Chapter V. 


Estimate 


* Adjusted for degrees of freedom. 


Second Estimate 
Third Estimate 
Fourth Estimate 


First 
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row but obtained no better calculated 
results. The same was true as a result of 
omitting G from the second row. We 
omitted (LL/Y). from the third row also 
but did not improve the estimated rela- 
tionship. As can be seen, the fourth row 
is a subset of the third, with both (L/Y). 
and (L/Y). (Y/Y) omitted. This is our 
best finding, and standard errors are 
given in parentheses below each esti- 
mated coefficient. This equation imparts 
a significant positive effect to income 
change but introduces an element of 
simultaneity into the relationship in that 
current income change and buying deci- 
sions take place during the same time 
interval. 
Il. PREDICTION 

As we noted at the beginning of this 
paper, our goal is to predict the per- 
centage of buyers among the population 
of all spending units, but our data con- 
cern the behavior of a sample of spend- 
ing units during one year. To apply one 
of the equations we have developed to 
the problem of forecasting, we must as- 
sume that differences from year to year 
in average values of our independent 
variables for the population as a whole 
will have effects on buying identical to 
the effects of differences in values of 
these variables for individuals in the 
year we studied. For reasons which will 
be discussed below, we have come to be- 
lieve that this assumption is not entirely 
justified. For the present, however, let 
us proceed as if it were correct. 

The simple algebraic implication of 
this assumption is the following: 


Equation (3’) is derived from (3) by 
summing over all individuals and divid- 
ing by the number of individuals. Equa- 
tion (3) relates the fraction of purchasers 
in the population to the mean logarithm 
of past income (the logarithm of geomet- 
ric mean income), the mean ratio of debt 
to income, the fraction expecting to buy, 
the mean score assigned to feelings of 
economic well-being, the mean score as- 
signed to price expectations, the mean 
age, the mean square of age, and the 
mean score assigned to regional location. 
All these variables in equation (3’) are 
well defined by survey data. 

We must also assume that the sample 
used in our calculations is a true cross- 
section of the population, The omission 
of farmers, movers, and other nonre- 
sponses make this assumption less than 
entirely accurate. 

We could, more precisely, test the 
predictive ability of our equation by re- 
ferring only to a nonfarm sample of non- 
movers, but, since data were less readily 
available in nonsample years for this re- 
stricted population, we carried out our 
test in a loose sense using data repre- 
sentative of the whole population of 
spending units. 

We have selected estimates of equa- 
tion (3) for these calculations.® Its use for 
forecasting for the population as a whole 
requires only the estimation of the aver- 
age value of each of its terms for the years 
to be investigated. We have selected for 
study the five most recent years for which 


*See the third row of Table IX. 


(3) By = ao + ay log + a2 (D/Y).1, + Ey + ag + as + ae My + 


az Ay + ag Ai? + ag Ry + 


(3’) ta + a2 + 
2 
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data are available. The details of the esti- 
mates of the terms are shown in Table 

All these averages can be justified in 
terms of the derived form in (9’), yet 
some words of explanation are required. 
Geometric means of income are not cal- 
culated as a standard practice in the Sur- 
veys of Consumer Finances. We used the 
approximation 


Since the logarithms of income tend to 
be symmetrically and normally distrib- 
uted, the median and geometric mean 
will tend to coincide. 

We did not obtain the mean of debt- 
income ratios since the coverage of debt 


Taste XI 
Sources OF ESTIMATES OF TERMS OF PRELIMINARY FORECASTING EQUATION FOR 1949-1953 


information has varied from year to year 
in the Surveys of Consumer Finances. 
We estimated the year-to-year move- 
ments in the mean ratio from the year-to- 
year movements in the national ratio 
of mean debt to mean income. These 
latter data were not collected in the Sur- 
veys of Consumer Finances but were 
taken from published data of the Federal 


log (geometric mean income) = log (median income) 


Reserve Board and the Department of 
Commerce. 

We did not calculate the mean of 
squared age values. Instead we used the 
rough approximation of squaring the 


Term Year 
1953 1952 1951 1950 1K9 
(1) Constant —.108 > 
(2) log. Y., 
(2a) Median income of all spending units in prior year $3440 $2700 $2840 
(2b) Consumer's Price Index, for prior year, adjusted to 
1951* 102.3 100.0 92.6 917 92.6 
(2c) Median income, deflated $3363 $3200 $3240 $2944 $8067 
(2d) log... of (2c) 3.52673 3.50515 3.51055 3.46894 3.48671 
(3) E = proportion who expect to buy cars or durables A420 516 350 371 M2 
(4) A = mean age in years of head of spending unit. 44 + 
(5) A? 1936. > 
(6) M = proportion married 714 + 
(7) 1 = weighted proportion “better off” = “better off" 
2 “Same” | “not better off" « 0 109.5 95.6 93.9 96.8 101.8 
(8) (D):: Nonmortgage debt of all consumer spending units in 
Y., early 1952 $10.1 billion 
Income for 1951 of the same units — $156.0 billion 
(8a) Ratio .0647 0647 
(8b) Installment credit,end of prior year (in billions)” $18.684 $14.837 $14490 $11.516 $8,968 
(8c) Personal Income (prior year — in billions)* 269.7 254.3 226.7 205.9 209.5 
(8d) Factor for adjusting ratio (8b + ec, 1952 = 
100 118.8 100.0 109.6 95.8 734 
Adjusted ratio 0769 =.0647 0709 0620 0475 
(9) R = Region = proportion in West 2, North Central 
and South 1, Northeast 0 BAA 
(10) P, = weighted proportion expecting price increase = 
“will go up” « 2 
“will be the same” x 1 
“will go down” « 0 833 1.439 1.722 716 505 


* Source: Bureau of Labor Statistics. 
* Source: Federal Reserve Board. 
* Source: Department of Commerce. 
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mean value of age. Insofar as the age dis- 
tribution remains constant in the short 
run (1949-1953), Our average equation 
should be wide of the mark by a con- 
stant amount on this account. 

The estimation of the other terms pre- 
sents no special problem. For example, 
E (term 3) is simply the proportion of all 
spending units who said in the survey at 
the beginning of each year that they ex- 
pected to buy a car or other durable dur- 
ing the year. The other terms involving 
attitudes also represent average answers 
for each year, using the weights saown 
for different replies. Four terms have 
been treated as constants over the five 
years studied since shifts in them are 
known to be small and our estimates are 
subject to sampling errors. These in- 
clude the average age of the head of the 
spending unit, the square of the average 
age, the proportion of heads of spending 
units who are married, and the propor- 
tion of all spending units in each region. 
Median income from the Surveys was de- 
flated by the Consumer Price Index to 
allow for price changes. We used a 1951 
base for the Index since our original cal- 
culations use income in 1951 to help ex- 
plain buying in the year 1952. 

The results of these calculations are 
shown in Table XII. In the first two col- 
umns we compare the proportion buying 


as estimated in advance from our equa- 
tion with the proportion found to have 
bought from a survey at the close of the 
year. The correspondence between esti- 
mated and actual values is not close. The 
level of the estimated values is uniformly 
too low, in the first place. The difference 
in level, however, may be attributed to 
the shift from the sample on which the 
calculations were made to the population 
as a whole. The calculations were made, 
as noted earlier, on a sample which ex- 
cluded all farmers, all movers, and a 
number of other spending units for 
whom information was not complete. 
The movers, at least, are known to be 
heavy buyers of durables, as also was 
pointed out in the preceding section. 
More serious is the failure of the esti- 
mated values of 3 to move in the same di- 
rection from year to year as do the actual 
values. A study of the remaining columns 
of the table suggests that a major source 
of the difficulty is the behavior of the last 
column, that for price expectations. The 
contribution of this term to the total esti- 
mate of B varies from year to year much 
more than the contribution of any other 
term. In 1949 its contribution is .o28 and 
in 1951, .og6. And the large changes in 
the contribution from the term for price 
expectations are not always in the right 
direction. In 1953, for example, the esti- 


Taste XII 


EstiMATrs OF TERMS OF PRELIMINARY FORECASTING EQUATION FoR 1919-1953 


Equation: B= . 


(D) 


40.113" 4 OSI log. + 62E 4+ O11 4 + O56P, 


Estimated*® 


A72 
A719 
501 
446 
A38 


Year Actual» 


1953 
1952 
1951 
1950 
1949 


551 
509 
534 
5AS 


+118 
+.118 
+.118 
+113 


+-.180 
+.179 
+.179 
4.177 
+.178 


-+.068 
+051 
-+-.057 
+-.060 
-+.065 


+.045 
+.039 
+.038 
+.040 
+-.042 


+.019 
+.016 
+.018 
+.012 


+.017 
+081 
+-.096 
+.040 
+.028 


“0.118 —.108 + 00449 44 —.000 103 1936 + .235 .714 + .065 « B44 

b The “Actual” column shows average B as calculated from a survey at the close of the period. 

©The “Estimated” column shows average B as derived from the preliminary forecasting equation, from 
data available from a survey at the beginning of the period, 


| 


DECISIONS TO PURCHASE CONSUMER DURABLE GOODS 


125 


mated B falls slightly from the 1952 level, 
a fall which must be attributed entirely 
to the price expectation term since every 
other term shows an increase. And an in- 
crease did occur in the actual B. 

On the other hand, if we simply use 
our equation exclusive of the term asso- 
ciated with expected price changes, the 
results are much improved. The direc- 
tions of movement from year to year in 
the percentage of buyers are reflected by 
our calculated percentages in every case 
except the growth from 1949 to 1950. We 
miss the Korean boom in consumer buy- 
ing during 1950, which is not surprising 
in view of the fact that our data come al- 
most entirely from a sample survey con- 
ducted in January and February 1950. 
The results are presented graphically in 
Figure I. 


Actual amo Estimaten Paorostion oF THE PoruLation 
Buvine 1949-1955 


i 


1951 1952 1953 


The main terms accounting for the 
correctly “predicted” year-to-year move- 
ments are purchase expectations and 
feeling of economic well-being. These 
are interesting measures of consumer at- 
titudes developed by the Survey Research 
Center. Other attitudinal data tested in 
our various equations do not seem to pro- 


vide equally useful measures in our rein- 
terview sample analysis. 

The principal variables found by Ka- 
tona and Mueller to be useful in making 
short-run business cycle predictions dur- 
ing 1951-1953 are (1) feeling of change in 
economic well-being, (2) appraisal of 
buying conditions for major household 
durables, (3) car purchase expectations, 
and (4) the general economic outlook of 
consumers.’ Among our attitudinal vari- 
ables, we duplicate, reasonably closely, 
only their first main variable. In the sec- 
ond, we include buying conditions for 
automobiles as well as household dura- 
bles, and in the third we include pur- 
chase expectations of household durables 
as well as automobiles. Finally, we did 
not use a measure of general economic 
outlook since a question on this attitude 
was not asked in the survey from which 
our reinterview sample is taken. In many 
respects, the outlook for the general econ- 
omy—a measure of one’s optimism or pes- 
simism—is a more powerful variable in- 
fluencing consumer action than the out- 
look for personal affairs. They find a 
stronger relationship between opinions 
of buying cgnditions and the general out- 
look than between opinions of buying 
conditions and personal income expecta- 
tions. 

The behavior of price expectations in- 
side and outside our sample led us to de- 
vote special attention to the treatment of 
this variable. Our original calculations 
showed a positive association between ex- 
pectations of price changes at the begin- 
ning of the year and buying during the 
year."' We were led to question for price 


See G. Katona and Eva Mueller, of. cit. 

* An important observation stressed by Katona and 
Mueller in their series of interim surveys during 
1951 and 1952 is that price expectations changed 
markedly during the calendar year 1952. Many fewer 
people expected price increases in November 1952 
than in June 1952. Similarly their June data show a 
corresponding drop in expectation of price increase 


Proportion 
= sens 
= B estimated 
40 
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Taste XIU 
Proroxtion oF Srenpinc Units with Dirrerent Price ExrecraTions IN Earty 1949 WHo Boucnt Cars or 


OTHER MAJOR DURABLES BETWEEN JANUARY AND OcTopER 1949 


Number of 
Adults in 
Unit 


One 


Age of Head 
18-44 Years 


Did not plan 


‘Two or more 


Did not plan 


Buying Plans 


Planned to buy 


Expected Movement of Prices 


No Change, 
Uncertain 


Planned to buy 


Planned to buy 


Did not plan 


Planned to buy 


Did not plan 


55 Years or Over 


Did not plan 


Planned to buy 


Planned to buy 


Did not plan 


* Table reads as follows: Of those spending units with head aged 18-34, containing one adult, who 
planned to buy a car or other major durable, and expected prices to go up, o per cent bought. 


*The numbers in parentheses refer to the weighted frequency in eac 


cell, The weights of individual 


interviews differ, but on the average each interview received a weight of three. Hence, the number of 
interviews is about one third of the weighted frequency. In interpreting the table, one should keep in mind 


the sparse population of many individual cells. 


expectations, in particular, the assump- 
tion of stability in the relation of this va- 
riable to spending. We considered the 
hypothesis that the effect of people's price 
expectations on their buying will vary 
from year to year. 

We were fortunate in having available 
a separate reinterview sample which 
could be used to make a crude test of this 
hypothesis. In October 1949, 590 urban 
spending units who had been inter- 
viewed in the 1949 Survey of Consumer 
Finances were reinterviewed. We used 
the information gained from our earlier 


from November 1951. This is true both for short and 
longer run expectations. Possibly the change in atti- 
tudes during the year, following upon past price in- 
creases, accounts for our poor results in extrapola- 
tion to 19h2. 


investigation to divide the population 
into groups using variables which we had 
found strongly associated with buying be- 
havior: age, marital status, and buying 
plans. (We were forced to use number of 
adults as an approximation to marital 
status because of the nature of the avail- 
able raw data.) Each of these groups we 
then divided further into those with dif- 
ferent price expectations at the begin- 
ning of the year, and finally we calculated 
for each cell the proportion who bought 
a car or other durable between early 1949 
and October 1949. 

The results are shown in Table XIII. 
The number of interviews in each cell is 
small; in fact some cells are vacant. There 
are nine rows which are complete. In 


(2) (7) (33) 
77 26 24 
(13) (43) (45) 
43 "15 ‘82 
(14) (48) (118) 
28 ‘$1 AT 
(8) (32) (81) 
35-54 Years One 50 65 
8 (17 
(18) (32) 
Twoormore 24 73 
(17) (99) (204) 
AT 32 39 
(38) (110) (142) 
One 00 74 
(2) (19) 
00 00 08 
(10) (60) (26) 
Twoormore 00 30 AO 
| ‘00 
(12) (92) (114) 
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seven of these nine rows the proportion 
of buyers among those who expected 
prices to go down is larger than among 
those who expected prices to go up. If 
price expectations had any effect, it was 
indeed in the opposite direction from 
that observed in 1952. These data are not 
conclusive, but they do suggest that the 
hypothesis is correct; that is, that the ef- 
fect of people's price expectations on 
their buying is not always the same. It is 
not always true that an expected price 
increase leads to more buying. 

In fact, Katona points out that price 
expectations should, among other things, 
be considered in relation to the general 
economic setting and to recent past price 
movements.'* In another analysis of 1949 


on the size of purchases. All nonbuyers 
are alike in that they spend zero dollars 
on consumer durables, but buyers are 
heterogeneous, some spending large and 
some spending small sums. It is possible 
that some of our previous results would 
be improved, confirmed, or generally al- 
tered if we were to change from a di- 
chotomous to a continuous expenditure 
variable. 

A few changes in the form of the basic 
equation and variables are necessitated 
by the switch to a continuous expendi- 
ture variable. There is strong evidence 
that, ceteris paribus, we should look 
upon the expenditure-income relation- 
ship for durable goods as a straight line 
through the origin (zero expenditures, 
zero income)'® 


(4) C, = aY; + uy, Y,, where C = expenditures on consumer durables. 
and u = random error, 


data, he finds end-of-year price expecta- 
tions not to be strongly related, positively 
or negatively, to purchases of durable 
goods. He does, however, find that buy- 
ing intentions are associated with price 
expectations in the same direction as our 
results on actual purchases in Table 
XII. 

We must conclude, then, that our 
equation cannot be used for forecasting 
as it stands. At a minimum, some change 
must be made in the treatment of price 
expectations. We postpone to the con- 
cluding section a discussion of some fur- 
ther implications of our findings. 


II. EXPENDITURE EQUATIONS USING THE 
AMOUNT SPENT ON CONSUMFR DURABLES 
The classification of people into one of 
two groups—buyers or nonbuyers—throws 
away available information, namely, data 
2G. Katona, Psychological Analysis of Economic 


Behavior (New York: McGraw-Hill Book Co.), 1951, 
pp. 165-67. 


There is empirical evidence that the 
variability of expenditures grows as in- 
come grows; therefore we feel that the 
error term is appropriately introduced in 
(4). 

If this is the case, a convenient way to 
take the income effect on expenditures 
into account is to use, as the basic vari- 
able of analysis, the percentage of income 
spent on consumer durables, C/Y, and 
not to include a separate income variable 
in the basic equation. The reader will 
note the difference between this treat- 
ment and that expressed in equation (1) 
above. 

Just as we make the dichotomous ex- 
penditure variable continuous in the 
present section, we shall also, for the sake 
of uniformity, make the purchase expec- 
tation variable continuous, giving the 
amount expected to be spent for those 
planning to buy. We shall express this 
amount as a percentage of the previous 
year's income. 

* See L. R. Klein, op. cit. 
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Since both expenditures and income 
follow similar parabolic paths with re- 
spect to age, we shall make their ratio, 
C/Y, simply a linear function of age. 

In the present context we do not neces- 
sarily have a “spurious” correlation be- 
tween C/Y and E/Y., (E = amount ex- 
pected to be spent on durables) for those 
who already made a purchase during 
1952, prior to the time of interview. 
(They may plan further outlays.) Hence, 
we use a larger sample, 888 spending 
units, for the ensuing calculations. We 
also omitted certain variables and 
thereby a few not ascertained cases. 

Using all the variables we previously 
found to be useful discriminators, adding 
some others of particular interest, and 
amending the form of the equation, we 
obtain 


tions of amount spent on durables or per- 
centage of income spent on durables, 
both the liquid asset-income ratio and 
age proved to be significant variables. We 
now find little association with liquid 
assets but a significant age coefficient of a 
slightly smaller order of magnitude. The 
size of this estimated coefficient is, how- 
ever, affected by the several other vari- 
ables used in the equation, especially 
purchase plans of amount to be spent. 
Tobin's findings on durable goods ex- 
penditure equations are similar in esti- 
mating the effects of age and marital 
status. He finds, however, a significant in- 
teraction between the liquid asset-in- 
come ratio and income change. He esti- 
mates a significant negative asset-effect in 
classes of extreme income increase and a 


(5) C/Y = 0.0149 + 0.00189 (D/Y)., — 0.0107 (L/Y)., — 0.0148 (Y/Y.,) +0.00135 
(L/Y).. (Y/Y...) + 0.123 (E/Y..) + 0.0255 I + 0.0g302P, — 0.00103G 0.0263M 


- 


000682A 0.0144R 
R = 0.28 


We dropped successively (L/Y). (Y/Y.), 
(L/Y)., and G from the equation and re- 
estimated parameters in each case. None 
of the interviewing results are satisfac- 
tory. The final computations show 


$= 0.131 


significant positive asset-effect in classes 
of extreme income decrease. In equation 
(5) and in all the transition calculations 


(6) C/Y = 0.0175, + 0.00561 (D/Y)., — 0.0156 (Y/Y) + 0.121 (E/Y.,) + 
+ 0.0315P, 0.0279M — 0.000911A 0.0137R 
= 0.28 


We have not calculated sampling errors 
for these equations, yet we can see by in- 
spection that purchase plans, age and 
marital status remain as dominant varia- 
bles. The coefficient of income change re- 
verses sign, but this may not be a reliable 
estimate. Neither liquid assets nor its in- 
teraction with income change appears to 
produce useful results. In terms of the 
degree of correlation, the analysis of 
amounts spent leads to a “worse fit” than 
the analysis of buying vs. nonbuying. 

On previous studies, estimating equa- 


S$ = 0.131 


used in estimating (6) we find no con- 
firmation of his liquid asset or income 
change results. 


IV. CONCLUSIONS 


Although much of the emphasis in the 
preceding sections has been on forecast- 
ing, we have used prediction more as a 
means of checking on our analysis rather 
than as a practical application of our re- 
sults. Basically, we have attempted to 
gain an understanding of consumers’ 
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spending for durables. In considering the 
predictive power of our results, we are 
impressed mainly by implied suggestions 
for new topics of investigation. We feel 
that the techniques we have used repre- 
sent an efficient way of summarizing and 
shaking down information about the in- 
dependent variables now available. We 
have extensively analyzed materials that 
are now available in the Surveys of Con- 
sumer Finances, and it is our opinion 
that further important progress must 
come from the collection of new data or 
some data that were not available in the 
particular sample with which we were 
dealing. 

In view of the well-known importance 
of interactions among the business sec- 
tor, government sector, and consumer 
sector of the economy, a question arises 
as to whether it is proper even to con- 
sider forecasts for the consumer sector 
alone. We are convinced of the superi- 
ority of general forecasts for the econ- 
omy. Ultimately we foresee a combina- 
tion of survey data about the consumer 
sector with data from other sources in a 
model of the entire economy built for 
forecasting purposes. But we do not feel 
that the present analysis is invalidated 
because it is limited to one sector. The 
principal channel through which events 
elsewhere in the economy may be ex- 
pected to influence consumers is, in our 
equations, through changes in income. 
At least in the year we studied (1952), the 
effect of income change was not over- 
whelmingly large and did not alter ap- 
preciably the effects of the other variables 
studied. Before going into the conclu- 
sions we should like to draw, we must re- 
mind the reader of the shortcomings of 
our study. Two volatile groups, as far as 
consumer purchase decisions are con- 
cerned, have been omitted from our sam- 
ple, namely, the movers and the people 
who bought durables during 1952 just 


prior to the interview date."* In addition, 
the particular survey data we analyzed 
did not include a question on the general 
economic outlook of consumers. We shall 
not include information on this variable 
as one of the new avenues of research sug- 
gested here, since it has been usefully in- 
cluded in several past surveys. 

All three of the broad types of vari- 
ables which we considered—financial, de- 
mographic, and attitudinal—proved to be 
important. In our data, thus, there is 
support for the basic proposition that 
these three classes of variables all should 
be investigated in analyzing consumers’ 
purchases of durables. We will summa- 
rize our further conclusions about each 
class of variable in turn, 

Among the financial variables, income 
shows an effect on purchases which, 
though not large, is in the direction pre- 
dicted. Liquid asset holdings at the be- 
ginning of the year, however, show little 
or no relation to purchase decisions. This 
finding, as mentioned before, is in con- 
trast to findings of earlier investigations 
using reinterviews in early 1949 of spend- 
ing units first interviewed in early 1948. 
Between 1948 and 1952 the liquid asset 
effect may have dissipated. 

Katona in an earlier analysis of the re- 
lation between liquid asset holdings and 
spending has stressed the importance of 
assets as an enabling factor and as a rep- 
resentation of past saving behavior.'® 

Possibly the population can be divided 
roughly into two groups, people who 
have a high propensity to save and people 
who are more willing to spend their 
money. The first group are by no means 
misers any more than the second group 
are spendthrifts—the differences are mat- 
ters of degree. During the war period the 
entire population was under unusual 


“These were not excluded in our calculations 


using the amount spent on durables as the depend- 
ent variable. 


“G, Katona, op. cit., pp. 167-70. 
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and heavy pressure to accumulate liquid 
assets. Absence of goods on the one hand 
and war bond drives on the other con- 
tributed to the celebrated accumulation 
of liquid reserves in the hands of indi- 
viduals. After the war there was a period 
of several years, extending through 1948, 
in which some of the reserves were spent. 
Many people acquired liquid assets for 
the first time during the war, and the re- 
cency of their acquisition, looking at the 
matter in 1948-49, meant that many liq- 
uid asset holders were not in the group 
with a high propensity to save. The war- 
time accumulated liquid assets were 
spent more rapidly by the people in the 
second group, the willing spenders. As a 
result, the holding of liquid assets has be- 
come increasingly a characteristic of peo- 
ple who are savers. This fact tends to ob- 
scure any enabling effect of liquid assets 
on purchasing. The ready availability of 
consumer credit works in the same direc- 
tion—a low level of liquid asset holdings 
need not deter a relatively high spender. 
This line of reasoning could be tested by 
acquiring new data concerning consumer 
attitudes toward saving, assets, and debts. 

The effect of debt at the start of the 
year on purchases during the year is the 
opposite of that which we expected.’® 
The existence of debt seems to be an in- 
dication more of a continuing willing- 
ness to buy than of an inability to pay for 
purchases. In fact our finding is that the 
larger the debt in relation to income the 
greater the probability of buying. We 
have been led to speculate that this find- 
ing may reflect greater continuing need 
for goods on the part of the borrowers. 
It may be that they are people who are 
under pressure to buy, pressure heavy 
enough to push them into borrowing 


“ For an analysis of the relation of debt to expen- 
ditures, see: J. B. Lansing and S. B. Withey, op. cit., 
and G. Katona, “Analysis of Dissaving,” American 
Economic Review, Vol. XXXIX, June, 1949, pp. 
673-88. 


and continuous enough to push them 
into buying repeatedly. Another possi- 
bility is that the borrowers fall into the 
group of natural spenders. If they are 
basically freer with their money than 
nonborrowers, the probability is that 
they will not prove to need goods more 
than nonborrowers, at least they will not 
need them more from the point of view 
of an outside observer. Stocks of goods 
will be as great for the one group as the 
other if this hypothesis is correct, or it 
may even be true that the borrowers are 
better supplied. To test these lines of 
reasoning, information about stocks and 
physical needs as well as purchases would 
be useful in addition to new information 
about attitudes. 

Among the demographic variables 
used in the present study, age and marital 
status stand out as major determinants of 
buying. The observed effect of region 
was more of a surprise. As mentioned 
earlier, we are not entirely convinced that 
it is the region of the country itself which 
is important. Further research might 
show that some variable which is associ- 
ated with region but which we have not 
taken into account is the underlying fac- 
tor at work. 

As noted earlier, our sample did not 
include people who moved during the 
year studied. It would be desirable from 
an analytic point of view to reinterview 
movers in a future investigation, though 
the expense of tracing and following re- 
spondents will be a deterrent in the fu- 
ture as it has been in the past. 

In working with the attitudinal vari- 
ables, we were particularly impressed 
with the importance of buying plans. 
The coefficient for this term in the equa- 
tion was highly reliable, amounting to al- 
most 414 times its own standard error. 
Fluctuations from year to year in the esti- 
mated proportion who buy turned out to 
be dominated by plans to buy and by the 
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feeling of financial well-being. Neverthe- 
less the whole analysis shows that buying 
plans alone are not adequate to discrim- 
inate between purchasers and nonpur- 
chasers. 

In addition to plans to buy, the ques- 
tion on feeling of financial well-being 
stood up well. In each of our calculations, 
those who felt “better off” were more 
likely to buy even after taking plans to 
buy and the other variables in account. 

Price expectations, as we have noted 
earlier, behaved in a complexing man- 
ner. They were positively associated with 
buying in one year but not in another, 
One can understand how price expecta- 
tions might come to play a different role 
in run-away inflation than in a period of 
moderate price movements, but none of 
the years studied to date have been years 
of violent inflation or deflation. One pos- 
sibility which occurs to us is that it may 
be important that the people who ex- 
pected a price rise in early 1949 were in 
a small minority (8 per cent). On the 
other hand in early 1952 those who ex- 
pected a decrease were in a small minor- 
ity (7 per cent). It is these small minori- 
ties who seem to be least likely to buy. 
We may speculate that holding an opin- 
ion which diverges so sharply from that 
of others may be an indication of isola- 
tion from social pressures more than an 
indication of a peculiar analysis of the 
market for consumer goods. 

There is a group of attitudinal vari- 
ables which, in our analysis, failed to add 
to the accuracy of our prediction of the 
fraction of buyers. These include per- 
sonal income expectations, appraisal of 
buying conditions, and current earning 
rate compared to a year ago. In other 
years than that studied, the importance of 
these attitudes may have been greater. 
Also, personal income expectations may 
be significant only when they are com- 
bined with the experience of past income 


change. The appraisal of buying condi- 
tions perhaps should not have included 
automobiles, and current earning rate 
compared to a year ago is highly corre- 
lated with feeling of financial well-being 
in conditions of general price stability. 
The consumer takes into account his 
earning rate in making a general evalua- 
tion of his financial situation, and there 
is probably no need to use both variables 
in an equation predicting purchases over 
the coming year. 

It would not be correct to conclude, 
however, that the question about current 
earning rate compared to a year ago 
could be dropped from the roster of ques- 
tions in the survey without loss. The 
principal use of this question is in inter- 
preting changes in the answers to the 
question about the feeling of financial 
well-being. An indication of how con- 
sumers are reacting to price movements 
in the economy. has been obtained by 
making comparisons from year to year, 
for example, comparisons of the propor- 
tion of those who are making more but 
do not feel better off. 

We repeat: Our equation rests on cal- 
culations for one year. We have evidence 
that the coefficient of one variable, price 
expectations, is not stable. It may even 
have a different algebraic sign in other 
periods. We must ask ourselves whether 
fluctuations may not also occur in the co- 
efficients of other variables. 

Such fluctuations seem to us partic- 
ularly likely in working with questions 
about the consumer's reaction to the situ- 
ation in the economy. A question which 
in one year does discriminate between 
people who are optimistic and those who 
are pessimistic about the economic situa- 
tion as it affects themselves may not dis- 
criminate between them in another year. 

Similar fluctuations in the importance 
of the individual's own feeling of finan- 
cial well-being and his own plans to buy 
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seem to us less probable. In three sepa- 
rate reinterview studies, 1948, 1949, and 
1952, plans to buy have proved to be 
highly correlated with actual purchases." 
The question about “feeling better off” 
has been found over the years to be so 
easily understood and so meaningful to 
respondents in all walks of life that it has 
been used as a first question or “can- 
opener” in dozens of economic surveys. 

We were surprised at the absence of an 
effect of income expectations in our 
equation. We may speculate that an ef- 
fect of income expectations does exist but 
that it is too closely associated with age, 
income, and feeling of financial well-be- 
ing to improve the over-all correlation. 
We must then treat the question in the 
same way we have treated the question 
about “making more.” 

We were also surprised at the absence 
of any effect of the evaluation of current 
buying conditions in spite of the fact 
that both automobiles and household 
durables were lumped together. This 
question seems to ask what the economist 
wants to know: Do people think it is a 
good time or a bad time to buy durables? 
Are they going to buy now or postpone 
buying? It may be that the appropriate- 
ness of the question is misleading. It may 
fit an economist’s way of looking at the 
situation, but it may not fit a consumer's 
frame of mind as well. It may be that any 
effects of this variable are absorbed in 
the effects of others, such as plans to buy. 
But as far as our analysis is concerned, we 
must place the evaluation of buying con- 
ditions in the category of background 
variables along with income expectations 
and current earning rate compared to a 
year ago. 

It has been suggested that an appraisal 
of buying conditions may be a more rel- 
evant attitudinal variable if accom- 
panied with questions on “felt needs” of 


™ See J. B. Lansing and S. B. Withey, op. cit. 


consumers. The psychological dimen- 
sions of need undoubtedly transcend 
physical aspects that would be ascer- 
tained from a series of questions on the 
state of consumer inventories. We view, 
however, this collection of new data on 
consumer needs as one of the plausible 
avenues of research suggested by the ap- 
parent imperfections of the analysis pre- 
sented in this paper. 

Two final observations about the 
whole group of attitudinal variables are 
in order. We have considered changes 
from year to year in the answers to at- 
titudinal questions. It is also known that 
changes occur over shorter periods. Fur- 
ther study is needed of how often these 
changes occur and under what circum- 
stances. 

In one sense the attitudinal variables 
did not receive the same treatment in the 
analysis as did the financial and demo- 
graphic variables. The scales we used for 
the attitudinal variables were arbitrary. 
It may be, for example, that instead of 
coding 0, 1, and 2 for units respectively 
worse off than a year ago, the same, or 
better off, we should have used 0, 1.5, 
and 4.1—or some other numbers. Im- 
provements in scaling may improve the 
relations for this class of variables. 

In view of the many topics which call 
for further investigation, how should we 
regard the method of forecasting devel- 
oped in Part II? We feel that it should be 
regarded as a method which has several 
advantages: (1) It has an objective foun- 
dation. (2) It summarizes the effects of a 
complex group of variables. (3) It re- 
moves a number of redundant variables. 
Nevertheless we feel that it is far from a 


_ final formulation. Any applications of it 


as it stands should be made cautiously 
and in the light of any other available 
knowledge, especially knowledge about 
consumers’ attitudes other than those in- 
cluded in the equation itself. 


RESPONDING TO OBJECTIONS AGAINST THE 
USE OF OPINION SURVEY FINDINGS IN THE 
COURTS 


ROBERT C. SORENSEN and THEODORE C, SORENSEN?! 


PINION surveys have enjoyed a sub- 
O stantial vogue in legal policy-mak- 
ing during the last fifteen years. It is in- 
evitable that more frequent efforts than 
ever will be made to offer opinion sur- 
vey evidence in the courts about the na- 
ture of mass or public opinion where im- 
pressions of its characteristics may deter- 
mine the outcome of a legal case. It is 
the writers’ opinion, on the basis of the 
legal authorities and research standards 
analyzed herein, that present-day meth- 
ods of opinion research are sufficiently 
developed to make a definite contribu- 
tion to the judicial process in several 
areas of litigation. Objections to the ad- 
missibility and competency of opinion 
survey findings as evidence should or- 
dinarily be met if lawyer and social scien- 
tist adhere to adequate standards in ob- 
taining and presenting this evidence. 
Furthermore, such evidence, properly 
prepared and admitted, will do much to 
relieve judges, juries, and attorneys of 
total reliance upon the popularly ac- 
cepted but demonstrably unreliable de- 
vices now used as measures of public and 
mass opinion. 


PAST CONCERN OF AMERICAN COURTS FOR 
OPINION RESEARCH 


During the past thirty years opinion 
polling evidence has been slowly, re- 


* Robert C. Sorensen is Chief, Audience Analysis 
Section, Radio Free Europe, Munich, and is on leave 
from The Johns Hopkins University, Operations Re- 
search Office. Theodore C. Sorensen is Legislative 
and Legal Assistant to Senator John F. Kennedy and 
a member of the Nebraska Bar. Portions of this 
article are taken from a long survey by the writers 


luctantly, and by no means unanimously 
accepted by the American courts. This 
trend has been accompanied by a gradu- 
ally increasing recognition of progress 
in the direction of greater validity and 
reliability on the part of the opinion re- 
search evidence presented. Its first use, 
some thirty years ago, was in combina- 
tion with psychological association tests 
in order to determine public reaction to 
trademarks and patents involved in liti- 
gation. The courts were only partially 
impressed, but considerable interest re- 
garding the introduction of this evidence 
was aroused in legal, business, and social 
research circles.? Another such effort un- 
dertook to lay the most scientific basis 
possible to obtain “an adequate sample 
of consumers’ impressions” and sought 
to introduce the survey results only as an 
indication rather than a conclusion of 
popular consumer impressions, but it 
was rejected.* The use of psychological 
tests to tap the nature of people's mental 


entitled “The Admissibility and Use of Opinion Re- 
search Evidence,” 28 New York University Law Re- 
view 1214-1261 (1954). 

* The nature of the evidence accepted by the court 
is seen in Coca-Cola Co. v. Chero-Cola Co., 274 Fed. 
755 (D.C. Cir. 1921), and details of how it was ob- 
tained can be found in Paynter, 14 7.M. Bull. No. 5 
(1919). Such evidence was rejected in Citizens’ Whole- 
sale Supply Co. v. Downing, 107 Ohio St. 422 (1929), 
and the details of the experiment are given in Burtt, 
“Measurement of Confusion Between Similar Trade 
Names,” 19 JIL. L. Rev. 420 (1924). 

* See John B. Stetson Co. v. Stephen L. Stetson Co., 
14 F. Supp. 74 (S.D.N.Y.), modified and aff'd., 85 F.ed 
586 (2d Cir.), cert. denied, 299 U.S. 605 (1996). The 
case is written up in detail in Borden, Determination 
of Confusion in Trade Mark Conflict Cases, Harv. 
Bus. Research Studies No. 16, 2g Harv, Grad. School 
of Bus. Admin. Publications No. 8 (1936). 
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associations and confusion remains, but 
has not been as widely accepted in the 
courtroom as has the more orthodox 
method of putting questions directly to 
the interviewee.* 

Use of opinion research evidence in 
the courts has already been made by 
lawyers and pollsters in the various fields 
of commercial law, both private and 
public: patent and trade-mark infringe- 
ment, unfair competition, deceptive ad- 
vertising, misbranding, and similar fields 
where the nature of consumer reaction is 
all-important.® In at least two criminal 
cases, opinion polls have been commis- 
sioned by the defense to determine the 
nature and impact of local public senti- 
ment with respect to the forthcoming 
jury trials.* Interestingly enough, the 
opinion survey itself has been the object 
of suits alleging deceptive advertising 
and unfair trade practices." 

Legal scholars, when speaking primar- 
ily with respect to gauging consumer 
opinion relevant to issues being liti- 
gated in the field of commercial law, are 
in near unanimous agreement that: (1) 


*See Sunbeam Corp. v. Sunbeam Lighting Co., 8g 
F, Supp. 429 (S.D. Cal. 1949), modified as unrealistic 
and remanded in 183 F.2d 969 (gth Cir.), cert. de- 
nied, 340 U.S. g20 (1950). For further discussion see 
Burtt, supra note 2, and Burtt, Legal Psychology 424 
(1931). 

"See, eg., Frank R. Kennedy, “Law and the 
Courts” in The Polls and Public Opinion g2 (Meier & 
Saunders ed. 1949); George Sylvester, “Consumer 
Polls as Evidence in Unfair Trade Cases,” 20 Geo. 
Wash. L. Rev. 211 (1951); Frank R. Kennedy, “Sam- 
pling by the Food and Drug Administration,” 6 
Food, Drug, Cosmetic L.J. 759, 768 (1951); Lester E. 
Waterbury, “Opinion Surveys in Civil Litigation,” 
17 Pub. Op. Q. 71 (1953); Note, “Public Opinion 
Surveys As Evidence: The Pollsters Go To Court,” 
66 Harv L. Rev. 498 (1953). 

*See the detailed description of the techniques 
employed in State v. Irwin and U.S. v. Hiss in Rob- 
ert C, Sorensen, The Role of Public Sentiment and 
Personal Prejudice in Jury Trials of Criminal Cases. 
Unpublished Doctoral Dissertation, The University 
of Chicago, Chapter X, 

Bristol-Myers Co. v, FTC, 185 F.ad 58 (4th 
Cir, 1950); Note, 19 So. Calif. L. Rev. 45, 51 (1945). 


opinion research findings should qualify 
as admissible and competent evidence in 
the courts; and (2) such evidence is nec- 
essary and considerably more scientific 
than any other available, and its results 
should be acceptable to juries and judges, 
if relied upon by businessmen and schol- 
ars.* 

Courts do make frequent attempts to 
determine the state of public and mass 
opinion. Opinion research findings which 
can operate within a predictable range 
of error deserve consideration as an al- 
ternative to such present court practices 
as: 

1. The judge’s own impression of the 
nature of public opinion in a given situ- 
ation despite the contrary results of an 
opinion survey whose validity has not 
been challenged;*® 

2. The judge’s own opinion as a sub- 
stitute for public opinion in matters 
where the former is assumed to stand for 
the latter;?° 

3. A judge taking his own random (in 
the sense of haphazard) poll; 

4. The “testimony of persons in a 
position to know the public mind” ;'” 

5. A parade of witnesses proclaimed as 
“prospective customers’ who testify to 
their confusion as the result of allegedly 
infringing trade-marks, misleading ad- 
vertising, or similar subjects of litiga- 
tion;'* 

* See footnote 5. 

* Procter & Gamble Co, v. Sweets Laboratories, 
Inc., 53 U.S.P.Q. 67 (1942), aff'd., 197 F.2d 365 
(C.C.P.A, 1949). 

* Repouille v. United States, 165 F.2d 152 (2d Cir. 
1947); United States v. Francioso, 164 F.2d 163 (2d 
Cir. 1947); Zenith Radio Corp. v. FTC, 143 F.2d 29 
(7th Cir. 1944). 

“ Triangle Publications v. Rohrlich, 167 F.2d 969 
(2d Cir. 1948). 

* Adolph Kastor & Bros. v. FTC, 138 F.2d 824 (2d 
Cir. 1943); FTC v. National Health Aids, 108 F. 
Supp. 340 (D. Md. 1952) (advertising psychologist 
testified as to his opinion predicting public reac- 
tion to advertisement in question). 

"The general practice in trade-mark and similar 
Cases. 
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6. Testimony of “investigators” hired, 
for example, to purchase a product in 
order to trap the retailer into wrongful 
behavior with respect to his merchandis- 
ing methods. Such investigations are fre- 
quently but mistakenly identified with 
opinion surveys;'* and 

7. Affidavits solicited by one or both 
disputants from people who are willing 
to say that they are qualified to judge 
whether or not public sentiment is or is 
not strongly mobilized against one of the 
participants.’® 


DOES THE PRESENTATION OF OPINION 
RESEARCH EVIDENCE QUALIFY AS 
“EXPERT TESTIMONY’? 


The proper, and best, foundation for 
the presentation of opinion research evi- 
dence lies in its status as “expert testi- 
mony.’ This refers to a branch of testi- 
mony generally classified as “expert”; 
the professional witness (for example, a 
doctor or cartographer) who is testifying 
with respect to a specific application of 
his technical skills. Can the presentation 
of opinion research evidence be accepted 
as expert testimony by the courts? A con- 
clusive establishment of expert status 
must be supported by the following af- 
firmative showings: 


1. That the field of opinion research 
is a recognized science, the study and 
application of which require expert 
knowledge and method; 

2. That the witness or witnesses testi- 
fying with respect to opinion research 
evidence possess expert knowledge and 
are capable of applying expert method 
by virtue of possessing the requisite train- 

“See Chesebrough Mfg. Co. v, Old Gold Chemical 
Co., 70 F.2d 483 (6th Cir.), cert. denied, 293 U.S. 599 
(1934); Cleo-Syrup Corp. v. Coca-Cola Co., 199 F.ad 
416 (8th Cir.), cert. denied, 421 U.S. 781 (1943); Me- 
Lean v. Fleming, 96 U.S. 245 (C.C.E.D. Mo. 1877). 


“See, eg., Note, “Local Prejudice in Criminal 
Cases,” 54 Harv. L. Rev. 679 (1941). 


ing and experience which the ordinary 
layman lacks; 

3. That the particular opinion re- 
search undertaking sought to be intro- 
duced was conducted, evaluated, and re- 
ported upon in compliance with the rec- 
ognized scientific principles of the field; 
and 

4. That the witness feels no personal 
interest in the outcome of the court pro- 
ceeding and that he possesses no bias 
toward any party in the case.'® 


Let us refer briefly to the problems 
faced by a legal counsel and his social 
science collaborators in establishing each 
one of the four above-mentioned show- 
ings. 

The first concern is with the question 
of whether or not opinion research tech- 
niques embody a recognized science. Re- 
gardless of how we define opinion re- 
search, the objective of the attorney who 
would introduce opinion research results 
into evidence is to prove that the field of 
opinion research constitutes a science; 
that is, that its fact-finding techniques are 
recognized as having developed to a 
point of yielding reliable knowledge— 
data which have a substantially greater 
probability than judicial impression and 
testimonial of correspondence with the 
universe of opinion or sentiment whose 
attributes are in question"? 

In 1936, after a foundation embodying 
the four above-named principles had 
been laid, the court nevertheless rejected 
the evidence on the grounds that analysis 
of public reactions had “not risen to a 
point where you can regard it as properly 

“See 2 Wigmore, Evidence § 63% et seq. (gd ed. 
1940); Irvin v. State, 66 So.2d 248, 2g1 (Fla. 1959); 
United States v. 88 Cases, 187 F.2d g67 (gd Cir.), cert. 
denied, 442 U.S. 861 (1951). 

"No universally accepted definition of “reliable 
knowledge” exists. The writers believe that studies 
of probability provide the best stimuli for one’s 


own definition. See also Harold Larrabee, Reliable 
Knowledge (1945). 
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assimilated to an experiment in physics, 
in chemistry, or in electricity.’""* More 
recently, experts in court have felt it nec- 
essary to explain and defend the results 
of polls predicting the outcome of the 
1948 presidential election,’® or they have 
been asked to do so.” 

Opinion research techniques, although 
still in their early stages, do possess these 
necessary characteristics of a science be- 
cause of progress with respect, first, to 
developments in the intellectual ap- 
proach to the conduct of opinion re- 
search and, second, to operational devel- 
opments.*! 

A second basic question with respect 
to establishing expert status for the wit- 
ness skilled in opinion research tech- 
niques has to do with the distinction that 
can be made between him and the or- 
dinary layman. This test cannot presently 
be satisfied with any standardized set of 
criteria, Although professional societies 
dot the academic scene, no formal licens- 
ing requirements or organizational req- 
uisites have been accorded universal rec- 
ognition in this field. However, the 

“Decision in the case of John B. Stetson Co. v. 
Stephen L. Stetson Co., 14 F. Supp. 74 (S.D.N.Y.), 
modified and aff'd., 85 F.ad 586 (2d Cir.), cert. de- 
nied, 299 U.S. 605 (1936), as discussed in Borden, 
supra note 3. 

“See deposition of Stanley L. Payne, Research 
Director, Opinion Research Corp., Princeton, N. J., 
in trial record of United States v. 88 Cases, 187 F.2d 
967 (gd Cir.), cert. denied, 342 U.S. 861 (1951). 

"The late Dr. Julian Woodward, Research Di- 
rector for Elmo Roper, was criticized by the prosecu- 
tion, with the supporting applause of the courtroom 
spectators, in the trial of State v. Irvin for under- 
taking to present reliable evidence which was drawn 
with the use of methods from a field of research 
which “unsuccessfully” predicted the outcome of 
the 1948 presidential election. 

* Operational and theoretical progress in the de- 
velopment of opinion research techniques and its 
significance for judicial questions about the com- 
petency and weight of opinion research evidence are 
discussed in detail by the writers in “The Admissi- 


bility and Use of Opinion Research Evidence,” 28 
New York University Law Review, 1213, 1223-1226, 


12$9°1257 (1953)- 


courts should take into consideration the 
fact that education for opinion research 
has become increasingly formalized. 

Consideration of the third require- 
ment, that the proper scientific precepts 
are observed in the opinion survey in 
question, emphasizes once more that 
progress in the field of opinion research 
has reached the point where standards of 
reliability and probability can be dem- 
onstrated and applied to both the design 
and results of a given opinion study. It is 
not enough, however, that a science exist. 
Attorneys must be prepared, often with 
the assistance of experts, to challenge the 
results of a study which do not meet the 
demands of reliability; they must be pre- 
pared to demand sufficient revelation of 
the methods employed with reference to 
a given study and, then, if the occasion 
so demands, to pepper the opposition 
with questions and challenges designed 
to illuminate instances in which the 
opinion research evidence failed to meet 
adequate standards. If a party introduces 
faulty opinion research findings, oppo- 
nents should have their own experts who 
will base their objections on the failure 
of the experts introducing the opinion 
research evidence to guarantee that the 
opinion survey was, for example, “con- 
ducted in accordance with any recog- 
nized statistical sampling procedure or 
in accordance with the general principles 
employed in conducting a survey of con- 
sumer opinion.”** The inferences drawn 
from opinion survey findings also some- 
times deserve to be challenged. 

It is respectfully suggested, and this 
proposal is not new, that more political 
science courses and law school curricula 
devote some attention to dealing with 
opinion research problems encountered 

™ See Brief for Appellant-Claimant, p. 46, United 


States v. 88 Cases, 187 F.2d 967 (gd Cir.), cert. de- 
nied, 342 U.S. 861 (1951). 
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in government hearings and the courts.** 

A well-recognized science is sometimes 
a threat to court proceedings, for the 
halo effect of “science” can be exploited 
by the pseudo-scientific expert and the 
quack argument. However, the state of 
opinion research as a science should, if 
recognized and taken into consideration, 
insure the court against the pseudo-sci- 
entific version of expert testimony in this 
field. Opinion research techniques are of 
sufficient complexity that no simple testi- 
monial should succeed in pretending to 
embody them in a court possessing any 
knowledge at all regarding opinion re- 
search. A lax court, one that allows any- 
thing to be stated or read in the name of 
expert opinion research, is doing neither 
the field nor the parties to the courtroom 
dispute a favor. The opinion expert who 
speaks “‘on the basis of experience” with- 
out being able to demonstrate that his 
methods extended beyond personal ob- 
servation can legitimately be disqualified 
as an expert by the court. 

The concluding requirement is that 
the witness hold no interest in the court 
proceeding and that he possess no bias 
toward any party in the case.** This is a 
well-justified test not unique in its ap- 
plication to the opinion research expert, 
but it is difficult to utilize any criteria 
for testing the presence or absence of 
such a bias. The problem often arises be- 
cause the opinion research expert has 
been employed by a party to the litiga- 
tion; but in this respect the former is in 
no way different from most expert wit- 
nesses and is less likely than many to 
have agreed to remuneration on a con- 


™ Many universities have already concerned them- 
selves to varying degrees with the contributions of 
opinion research to policy-making. See Esther Lucile 
Brown, Lawyers, Law Schools and the Public Serv- 
ice (New York: Russell Sage Foundation, 1948), 
258 p. and issues of the Journal of Legal Education. 

™See Household Finance Corp. v. Federal Finance 
Corp., 105 F. Supp. 164 (D. Ariz. 1952). 


tingent fee basis. With the existence of 
firmly defined standards for methodology 
and probability expectations, and if 
counsel is alert enough to require ad- 
herence to these standards on the part of 
his opponent, the results of an opinion 
research undertaking become far more 
difficult to pervert in favor of the dis- 
putant in whose behalf the expert is 
testifying. 

Reputable opinion research organiza- 
tions enjoy the same relationship to their 
clients as do reputable members of the 
bar. They will not lie or knowingly de- 
ceive the court. Nor will they counte- 
nance perjured testimony in their be- 
half. Their process of reasoning, their 
design of experiment, and the full re- 
sults of their effort are ail open to full 
view, the court willing. The legitimate 
opinion research organization wants its 
findings to be considered public prop- 
erty in the sense that they cannot be 
perverted in support of any single “side” 
and that the full implications, including 
qualifications where they exist, be re- 
vealed. Finally, executives of reliable or- 
ganizations eschew the opportunity to 
draw inferences beyond what they be- 
lieve their results indicate regarding the 
nature of the opinion or sentiment they 
were sampling. It is left up to the jurors 
and to the judge to determine for them- 
selves the significance of this evidence to 
the merits of the case.*® 

The successful application of these 
four standards was perhaps best illus- 

* See Julian L. Woodward, “A Scientific Attempt 
to Provide Evidence for a Decision on Change of 
Venue,” 17 Am. Sociol. Rev. 447 (1952). The late Dr. 
Woodward observed: “The National Association for 
the Advancement of Colored People, which had un- 
dertaken Irvin's defense, approached the Elmo Roper 
organization and asked it to conduct the public 
opinion survey referred to in the first paragraph of 
this report. On the understanding that this was to 
be solely fact-finding research, with no advance 
presumptions as to outcome and with every safe- 


guard employed to ensure objectivity, the Roper or- 
ganization agreed.” 
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trated in the case of People v. Franklin 
National Bank.** ‘The defendant intro- 
duced the results of an opinion poll de- 
signed to show public understanding of, 
and reaction to, certain terms such as 
“savings” which were basic to the case. 
The New York State Supreme Court ad- 
mitted the evidence and discussed its 
foundation as expert testimony in some 
detail. The opinion described (1) the 
“experience, education, and knowledge” 
necessary for such work; (2) the “history, 
appearance, and manner” of the director 
of research, his previous work and asso- 
ciates in this field, and examples of simi- 
lar polls he had conducted; (g) the fact 
that the opinion research in question was 
“meticulously planned, executed, and 
analyzed,” using the best techniques of 
sampling; and (4) finally, that the ex- 
perts involved were “careful, intelligent 
{and} unbiased” personnel who had con- 
ducted the survey without knowledge 
aforehand that it was to be used in litiga- 
tion. The court in this case also deemed 
it essential that most or all planners, su- 
pervisors, interviewers, and tabulators be 
called as witnesses, or be available if nec- 
essary, and that ‘the work sheets, reports, 
surveys, and all documents used in or, 


prepared during the poll taking and 


those showing its results 
in evidence.” 


.. . be offered 


IS THE HEARSAY OBJECTION TO OPINION 
RESEARCH EVIDENCE VALID? 


It has been held that opinion research 
evidence should not be subject to exclu- 
sion on the grounds of hearsay.** Legal 


*200 Misc. 557, 105 N.Y.S.ed 81 (Sup. Ct. 1951), 
rev'd., 281 App. Div. 757, 118 N.Y.S.2d 210 (2d 
Dep't. 1953). 

Ibid. at 566, 105 N.Y.S.2d at gt. 

* People v. Franklin Nat, Bank, 200 Misc. 557, 105 
N.YS.ed 81 (Sup. Ct. 1951), rev'd., 281 App. Div. 
757, 118 N.Y.S.ed 210 (2d Dep't. 1953); 8. C. Johnson 
& Son v. Johnson, 28 F. Supp. 744 (W.D.N.Y. 1939), 
modified, 116 F.2d 427 (2d Cir. 1940). United States 


scholars are generally in agreement on 
this point.*® But because of some judicial 
decisions to the contrary,” the problem 
must be approached with some degree of 
caution in the court. 

If opinion survey results are offered to 
prove the truth of the facts contained in 
“the unverified statements or opinions 
of persons not called as witnesses,” then 
the hearsay objection will stand.** On 
the other hand, the witness who can 
adequately base the introduction of such 
testimony upon the following points 
should successfully overcome the above 
named objection: 


1. Such evidence is presented as proof 
of the fact that such opinions do exist, 
and were offered, rather than to prove 
the truth of the statements that were as- 
serted therein. In short, the responses 
“observed” by the opinion researcher in 
determining the public state of mind are 
like the conclusion of an oculist who 
peers into one’s eye; or 

2. The evidence is necessary and the 
best possible evidence available to show 
such a state of public or mass opinion, 
preferable to an interminable parade of 
witnesses or any other substitute pur- 
porting to represent the public or mass; 

3. The opinions and feelings thus re- 


v. 88 Cases, 187 F.2d g67 (gd Cir.), cert. denied, 342 
U.S. 861 (1951); American Tobacco Co. vy. Materezzo, 
2 US.P.Q. 250 (1929). 

* Rogers, “New Directions in the Law of Unfair 
Competition,” 74 N.Y.L. Rev. $17 (1940); Sylvester, 
“Consumer Polls as Evidence in Unfair Trade Cases,” 
20 Geo, Wash. L. Rev. 211 (1951); Lunsford, “Ascer- 
taining the Facts in Unfair Trade Cases,” 40 T.M. 
Rep. 753, 762 (1950); Kennedy, “Law and the Courts” 
in The Polls and Public Opinion (Meier & Saunders 
ed. 1949). 

*”R.C.A. v. Decca Records, Inc. (S.D.N.Y. 1943) 
(unreported opinion); Irvin v. State, 66 So.2d 288, 
291 (Fla. 1953); Procter & Gamble Co. v. Sweets 
Laboratories, Inc., 53 U.S.P.Q. 67 (1942), aff'd., 137 
F.2d 365 (C.C.P.A. 1943); Elgin Nat. Watch Co. v. 
Elgin Clock Co., 26 F.2d 376 (D. Del. 1928). See also 
Borden, supra note 4. 

"Elgin Nat. Watch Co. v. Elgin Clock Co., supra 
note go. 
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vealed do represent the active and actual 
state of mind of the public, rather than 
a momentary whim or shock; and finally, 

4. The evidence was obtained by re- 
search scientifically conducted under cir- 
cumstances where a sincere and accurate 
statement naturally would be uttered so 
that there exists at least a circumstantial 
probability of the reliability of such 
evidence. 


Under these conditions, such evidence 
is not hearsay at all (item 1), or, even if 
it were thought to be hearsay, it falls 
under the established standards and 
scope of a recognized exception to the 
hearsay rule—evidence to show a state of 
mind (items 2-4).** 


A party endeavoring to establish the pub- 
lic state of mind on a subject, which state of 
mind cannot be proved except by calling as 
witnesses so many of the public as to render 
the task impracticable, should be allowed 
to offer evidence concerning a poll which 


the party maintains reveals that state of 
mind. Not only does this fit the pattern of 
the “state of mind” exception to the hearsay 
rule, but it is not hearsay at all, since it is 
the fact that such answers were given to 
which the witness swears and not the truth 
or value of the facts contained in such 
answers.*8 


It is clear that both the introduction 
of opinion research evidence and the 
methods by which opinion research can 
be conducted do satisfy the four condi- 
tions outlined above. 

Opinion research is concerned with 
subjective fact only. This should be per- 
fectly clear to the courts inasmuch as the 
interview inquires only into what a per- 
son thinks about a given object or event, 
why, and with what intensity. Equally 
significant is the difference between ob- 

™See 5 Wigmore, Evidence §§ 1420-23; 6 id. 
§§ 1714-40, 1766-89; 3 id. § 752a (gd ed. 1940). 

* People v. Franklin Nat. Bank, 200 Misc. 557, 105 


N.Y.S.2d 81 (Sup. Ct. 1951), rev'd., 281 App. Div. 757, 
118 N.YS.2d 210 (1953). 


jective truth and the manner in which 
it is accepted by the individual. The 
subjective fact can change for an indi- 
vidual when he is exposed to the sub- 
stance of objective facts regarding the 
object or event in question. But the in- 
gredients of the objective fact remain the 
same whether the individual recognizes 
them or not. 

In a case, for example, where opinion 
research discovers that most individuals 
who purchase a certain brand of patent 
medicine do so because they believe it 
will in subjective fact cure their arthritis 
of many years’ standing, it is no valid 
objection to opinion research findings 
to argue that the medicine in objective 
fact does not effect this cure. The funda- 
mental issue, instead, is whether or not 
those responsible for the manufacture 
and dissemination of the medicine con- 
tribute to the existence of this subjective 
fact by the deliberate use of promotional 
techniques. 

Thus the courts must distinguish be- 
tween the concepts of objective fact and 
subjective fact for the sake of public pol- 
icy. And it is equally important that they 
recognize opinion research methods as a 
tool to illuminate the existence and im- 
pact of subjective facts upon human be- 
havior, an event that may actually be of 
great significance to an issue in court- 
room dispute. 

The second alternative condition ne 
cessitates a showing that opinion research 
evidence constitutes the necessary and 
best possible proof of the fact that a 
given kind of public or mass opinion 
exists. Counsel introducing opinion re- 
search evidence must prove his point af- 
firmatively rather than merely attack 
the testimonial for the utterly unreliable 
evidentiary device that it is. While it is 
obvious that the validity of opinion re- 
search methods is not verified beyond all 
doubt, it is equally obvious that the 
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probabilities favor the greater validity of 
opinion survey findings over testimo- 
nials. 

It is also clear that opinion research 
evidence is necessary in that it clearly 
provides an over-all picture of group 
opinion or sentiment that cannot be 
demonstrated by a parade of witnesses. 
It is unnecessary to belabor the draw- 
backs of the portrayal of group opinion 
in the latter fashion except to observe its 
salient characteristics: 


1. The parade of witnesses does not 
constitute a representative or random 
sample of group opinion, for the selec- 
tion of each is never demonstrated as 
having been based on criteria of repre- 
sentativeness. Instead, the primary quali- 
fication of such a witness is that he be 
friendly to the side that calls him. 

2. Seldom are these witnesses ade- 
quate in number. Assuming that twenty- 
five witnesses of one mind were paraded 
by one litigant and assuming for the 
moment that appropriate criteria for 
representativeness were exercised in their 
selection, the results would not be con- 
sidered statistically significant enough to 
satisfy many well-informed courts, par- 
ticularly if the population sampled were 
a heterogeneous one. Few courts would 
permit anywhere near an adequate sam- 
ple of witnesses to appear. 

3. The appearance of witnesses lends 
itself to the danger that the jury will be 
unduly impressed by individual episodes 
in testimony rather than by the weight 
of the over-all conclusions which emerge 
from the total testimony. 

4. Streams of witnesses are subject to 
the courtroom procedures—in which the 
goal of cross-examination is to treat each 
witness in a way that would violate every 
rule that would be considered necessary 
and preferable in the opinion research 
interview situation. 


Oath-taking and cross-examination are 
two courtroom procedures which are in- 
herent to the American system of juris- 
prudence. The disadvantages of each 
have been disputed through the ages.™ 
Both demand little from the witness. 
Particularly with respect to the expres- 
sion of opinion, the two procedures do 
not require one to exercise rigorous con- 
cern about the subject matter of his 
oath. Since external compulsion rather 
than personal conviction is the control 
applied to the witness, it is doubtful that 
he need even agree with or believe in 
what he has to say. For the witness is 
forced to tell the truth as he sees it at the 
moment. “As he sees it’ in court will 
depend, of course, upon his psychological 
reactions to the context in which he is 
publicly put upon to commit himself 
and what little stake he may hold in 
whatever opinion he entertained before 
he took the witness stand. 

However doubtful the opinion which 
emerges after cross-examination, the law- 
yer who introduces opinion research evi- 
dence will not down his opponent's ob- 
jection merely by attacking these two 
basic institutions. He must, instead, dem- 
onstrate affirmatively that the interview 
situation provides those same positive 
assurances which are said to reside in 
cross-examination under oath. It is there- 
fore recommended that counsel empha- 
size the factors of anonymity, the context 
in which the interview is conducted, the 
checks for validity which are available to 
the interviewer, and the rules by which 
true opinion response can be insured. 
None of these requirements for valid 
opinion are present in courtroom inter- 
rogation.* 

“For a commentary on the relationship of the 
oath to various aspects of our legal system see Emer- 
son & Haber, Political and Civil Rights in the United 
States (1952). 


“See Cantril & Williams, “The Use of Inter- 
viewer Rapport as a Method of Detecting Differences 
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Thus, there would appear to be little 
question but what opinion survey find- 
ings are a necessary as well as valid form 
of evidence when it comes to ascertain- 
ing the true nature of public or mass 
opinion. 

The third requirement that the active 
and actual state of mind of the respond- 
ent be probed by the interviewer can be 
distinguished from the court’s require- 
ment that realistic conditions must ob- 
tain in the context within which the in- 
terview is conducted. For even though 
the interviewee is quizzed at the oppor- 
tune moment, it is urgent that his reply 
mirror what he is actually thinking, that 
his thinking be his own and in no way 
induced by the conduct of the inter- 
viewer or the nature of the questions, 
and that his mind be probed with respect 
to the issue in dispute. 

The writers suggest the following 
standards which can be fulfilled by opin- 
ion research methods: 


1. The opinion obtained should not 
be a momentary whim. Thus the inter- 
view should be more than a mere query 
and, at times, can be repeated with the 
same respondents on subsequent occa- 
sions; 

2. The opinion obtained should not 
reflect an effort to satisfy the interviewer, 
to spare him in any way (perhaps because 
of his conduct), or to comply with the 
fashions of the moment regardless of 
what the respondent actually believes; 

3. No questions that are misleading, 
ambiguous, embarrassing, or containing 
special information should be utilized 
to tease out an opinion that is nonex- 
istent; 

4. No effort should be made to go be- 


Between ‘Public’ and ‘Private’ Opinion,” 22 J. Soc. 
Psych. 171 (1945); Hyman, “Inconsistencies as a 
Problem of Attitude Measurement,” 5 J. Soc. Issues 
No. 3, p. 38 (1949). 


yond exhausting the respondent's true 
opinion with the possibility that he 
would then search his mind for responses 
smacking of untruth and irrelevancy. 


The fourth condition, requiring that 
opinion research be derived from “cir- 
cumstances where a sincere and accurate 
statement naturally would be uttered,” 
indicates that opinion survey results 
will be inadmissible or ignored if they 
are introduced as purporting to show a 
state of opinion different from that 
which the answers actually meant or 
may be fairly interpreted to mean, par- 
ticularly if the survey itself failed to get 
at the heart of the real issue in the case 
and merely derived some irrelevant opin- 
ions on the subject. 

There are specific rules to follow and 
tests to apply that will demonstrate to 
the interviewer whether or not his ques- 
tion was understood by the respondent 
and whether or not the subject matter 
was at all familiar to the respondent. 
Thus it can be determined whether or 
not the opinion replies as a whole are 
responsive to the questions that were ad- 
dressed to the interviewees. 

Counsel introducing opinion research 
evidence must be able to demonstrate 
that its findings directly support the ar- 
gument that he offers. It is well that such 
evidence, no matter how convincing on 
a rational plane, have some visceral trap- 
pings in reserve as well. Juries have dis- 
regarded scientific evidence about which 
there was little or no rational question; 
thus, even were incontrovertible opin- 
ion research evidence offered, an objec- 
tion complaining of its lack of signifi- 
cance might still be raised with possible 
effect.” 


"8. C. Johnson & Son v. Gold Seal Co., 40 T.M. 
Rep. 347 (1950); Pro-Phy-Lac-Tic Brush Co. v. Hud- 
son Products, 82 U.S.P.Q. 471 (1949). 


"Mulford, “Disregard of Scientific Proof by 
Juries,” 41 J. Crim. L. and Criminology 920 (1950). 
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CONCLUSION 

It has not been the purpose of this 
article to describe the reasons why sam- 
pling, interviewing, and content analysis 
methods have developed to the point 
where their use in obtaining opinion 
survey results is scientifically valid. The 
purpose of this article, instead, has been 
to summarize several major objections to 
the introduction of opinion research and 
to suggest briefly how the team of lawyer 
and social scientist can meet these objec- 
tions. A thoroughgoing study of judicial 
rulings which have sustained these objec- 
tions and/or have implied or proposed 
our recommendations is necessary for the 
opinion and market research executive 
who may be consulted for fact-finding 
and testimonial purposes. 

The objections to the admissibility 
and use of opinion research evidence con- 
stitute significant challenges to the relia- 
bility of opinion survey methods and the 
validity of what they purport to demon- 
strate. Effective legal opposition and an 


unfriendly court require facts favored by 
probability, not testimonials based on 
educated guesses or incomplete surveys. 
Thus the design of the opinion inquiry 
is vital to a lawyer's presentation of his 
case. Once fallacious, the findings no 
matter how favorable or how well pre- 
sented can always be voided as lawyers 
become increasingly sophisticated in call- 
ing upon the counsel of opinion research 
experts. Not only victory in a particular 
case, but also the extent to which courts 
broaden their acceptance of opinion re- 
search evidence depends very much on 
the quality of collaboration between law- 
yer and social scientist in times to come. 

It is evident that a sufficient body of 
law and judicial opinion exists today to 
permit the admission and utilization of 
evidence gained by such techniques, as 
competent, expert testimony not subject 
to the hearsay rule, whenever such evi- 
dence is presented in the proper fashion. 
Thus a basis exists for extending as well 
as continuing the use of opinion research 
evidence in the courts. 


OPERATIONS RESEARCH AND MARKET 
RESEARCH 


JOHN A. HOWARD* 
University of Chicago 


syn purpose of this article is to set 
forth one answer to a question often 
posed by marketing practitioners, “What 
can operations research contribute to my 
problems?” It is an important question, 
since both operations research and mar- 
ket research are essential tools of modern 
management, and they effectively supple- 
ment each other. 

My thesis is that if all operations ana- 
lysts were shot at sunrise tomorrow, com- 
pany market researchers would live 
longer and die happier. This conclusion 
springs from the belief that operations 
analysts as such will contribute little to 
the solution of the existing problems of 
the market researcher, and worse yet, that 
they will add to his unsolved problems. 
Nevertheless the market researcher will 
be a more effective contributor to man- 
agement decisions as a consequence of 
the trials and tribulations heaped upon 
him by the demands of the operations 
analyst. 

By way of definition we may say that 
operations analysts are known by the 
tools they use: mathematical program- 
ming, queuing theory, gaming theory, 
the theory of servomechanisms, search 
theory, theory of value, and game theory.’ 

* Associate Professor of Marketing, The University 
of Chicago and Vice-Chairman of the Chicago Sec 
tion of the Operations Research Society of America. 
The author is indebted to Professors Harry V. 
Roberts, and Ezra Solomon, The University of Chi- 
cago, and Dr. Thomas FE. Caywood, Caywood-Schiller 
Associates, for their very helpful criticism. 

‘For those interested in an explanation of these 
tools, the following publications are cited; however, 
these citations should not be accepted as necessarily 
the most definitive: 


a. Mathematical programming: Alexander Hen- 
derson and Robert Schlaifer, “Mathematical Pro- 


On the other hand, a market researcher 
is identified by the problems he faces. He 
concerns himself with obtaining market 
data for certain kinds of management de- 
cisions—specifically, these are “effect” 
data; the effect of an advertising cam- 
paign on sales, the effect of changing the 
geographic distribution of the sales force, 
the effect of a new package, the effect of 
a price change, or the effect of a different 
trade channel. 

These definitions, although somewhat 
limiting, are defensible. For example, 
the only essentially new feature of the op- 
erations analyst is his application of these 
theories. One can admittedly pitch the 
argument at a higher level of abstraction 
and charge that all the analyst does is to 
apply the scientific method.? However, 


gramming,” Harvard Business Review, Vol. XXXII 
(1954) PP. 7$-100. 

b. Queuing theory: Denal P. Gaver, “The Influ- 
ence of Servicing Times in Queuing Processes,” 
Journal of the Operations Research Society of 
America, Vol. I1 (1954), pp. 199-148. 

c. Gaming theory: Phillip M. Morse, “Trends in 
Operations Research,” Journal of the Operations 
Research Society of America, Vol. I (1953), pp. 163-4. 

d. Theory of servomechanisms: Herbert A. Simon, 
“On the Application of Servomechanism Theory in 
the Study of Production Control,” Cowles Commis- 
sion Papers, N. S8., No. 59 (1952). 

e. Search theory: Bernard O. Koopman, “The 
Optimum Distribution of Effort,” Journal of the 
Operations Research Society of America, Vol. 1 
(1953). PP. 52°63. 

f. Theory of value: Charles Hitch, “Sub-optimiza- 
tion in Operations Problems,” Journal of the Op- 
erations Research Society of America, Vol, 1 (195%), 
pp. 87-102. 

g. Game theory: Leonid Hurwicz, “What Has Hap- 
pened to the Theory of Games,” American Eco- 
nomic Review, Vol. XLII (195%), pp. 995-405. 

* See Elizabeth A. Richards, “Operations Research 
or the Scientific Method,” Journal of Marketing, 
Vol. XIX (October, 1954), pp. 159-60. 
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this notion misses the essential and sig- 
nificant contribution of the operations 
analyst. As for the definition of the mar- 
ket researcher, much the largest propor- 
tion of the typical researcher's time is 
taken up with making estimates of the 
effects of various marketing decisions 
upon sales. 

The procedure in this analysis will be 
(1) to present the idea of a model, (2) to 
discuss the burden which the application 
of operations research places upon the 
market! researcher, (3) to examine the 
contribution which operations research 
has made to the solution of market re- 
search problems, and (4) to make certain 
qualifying statements for clarification 
and to present the contributions of the 
operations analyst in more accurate per- 
spective than is typically done in the lit- 
erature. 


METHODOLOGY 


The wide use of the term “model” sug- 
gests a needed clarification. “Model” im- 
plies a somewhat more rigorous theory as 
opposed to a less rigorous one. Practical 
people are curious about theories only 
because they think theories will help 
them solve problems. Like almost every- 
thing else in the world, theories make up 
a continuum of degrees of usefulness 
rather than a dichotomy of “useful theo- 
ries” and “useless theories,” but it is 
none the less helpful to think of theories 
as falling into essentially three catego- 
ries: (1) those useful as organizing and 
communicating devices, (2) those useful 
in explaining causal relations but that 
fall short of prediction and (3) those use- 
ful as predictive devices. 

Let us illustrate each of the three. An 
example of the rudimentary level of 
theory is the ordering arrangement used 
in the communication literature, “Who 
says what, thru which channel, to whom, 
with what effect.'’ The second type of 


theory is illustrated by the static partial 
equilibrium model which most of us 
learned in our first course in economics. 
Its purpose is to explain how price deci- 
sions are made; however, it has no direct 
predictive value for marketing decisions, 
since, specifically, it will not tell us for a 
concrete situation what price will be set, 
much less what price should be set. Nev- 
ertheless, if we consider here but some of 
the causal relations involved in the prob- 
lem, such a theory may be found to be 
very helpful in explaining why a given 
price exists. It may, therefore, have the 
additional virtue of stimulating research 
to isolate other causal relations involved 
in the typical multicausal market re- 
search situation. 

The third, and the practical man’s de- 
light, is a theury that will enable him to 
predict what will occur. An example of 
this, also from economics, is national in- 
come analysis, which, though not a per- 
fect predictive tool, is coming to be use- 
ful for predicting the near-term level of 
business conditions. This classification 
of theories as either communicative, ex- 
planatory or predictive should be borne 
in the mind in evaluating the operation 
analyst's contribution to market research 

Finally, following another classifica- 
tion, theories may or may not be rigorous 
enough to be formulated mathemati- 
cally,® and it is obviously in the area of 
mathematical formulation as applied to 
company decisions that operations ana- 
lysts have been conspicuous. 


MARKET RESEARCH PROBLEMS 


In almost all cases where the opera- 
tions analyst deals with a problem re- 
lated to the marketing area of company 
operations, he demands from someone 

*For an excellent discussion of the use of mathe- 
matical models in the social sciences see Kenneth J. 
Arrow, “Mathematical Models in the Social Sci- 
ences,” Cowles Commission Papers, N. S., No. 48 
(1952). 
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else estimates of market “effect” data. For 
example, in the use of programming 
theory* to determine the most profitable 
products, he assumes that it is possible 
for someone to make meaningful fore- 
casts of the sales of the different items 
making up the product line. Given these 
estimates of volumes and prices, the ana- 
lyst can crank out the answer, but pre- 
cisely these estimates constitute the mar- 
ket researcher's headaches. The conse- 
quences of an operations analyst's report 
to top management listing the estimated 
profits of each alternative are likely to re- 
sult in top management's demanding 
more reliable sales forecasts from the 
market researcher. 

Search theory which is concerned with 
the optimum allocation of effort is an- 
other illustration of the demands which 
the operations analyst lays upon the mar- 
ket researcher. 

The basic idea of the search theory is 
that a searcher—be it a submarine search- 
ing for ships, a seller for buyers, ora buyer 
for sellers—has only a given amount 
of effort for the search, and he wishes to 
allocate it in such a way as to maximize 
his return. Thus, search theory should 
yield answers to important and difficult 
marketing questions like: (1) how should 
a given promotional budget be divided 
between advertising and personal selling, 
and (2) which is the best way to spend a 
given advertising budget? “The effect 
function E.(x;,X2, . . . ,X»)isall that must 
be known.” This function is the relation 
between the amount of effort and its ef- 
fect, for example, upon sales; and any 
competent market researcher will readily 
admit his limited ability to provide such 

*Mathematical programming can be used only 
under certain limiting conditions. See Henderson 
and Schlaifer, op. cit., pp. 75-6. 

*William Michle, “Numerical Solution of the 
Problem of Optimum Distribution of Effort,” Jour- 


nal of the Operations Research Society of America, 
Vol. IT (1954), pp- 64-74. 


quantitative relationships. Moreover, the 
problem is further complicated because 
the more typical situation in marketing 
is one of interdependence—the two types 
of effort, for example, advertising and 
selling, are usually employed jointly in 
the same market; and their joint effects 
may well differ from the sum of their in- 
dividual effects. 


CONTRIBUTION TO MARKET RESEARCH 


Let us now say something about the 
contribution of the operations analyst to 
the solution of market research problems 
as such contributions are suggested by 
certain published examples. 

Some work by Magee® deals with the 
problem which search theory should an- 
swer when applied to marketing: how 
should a given level of promotional ex- 
penditure be allocated? Promotional ex- 
penditure there refers to the time used 
by a salesman in calling upon particular 
retailers. Since the sales force could not 
contact all customers, a decision had to 
be made as to which customers should be 
called on. The problem was simplified 
by confining promotion to only two al- 
ternatives: (1) not to promote (not to call 
on the retailer at all) or (2) to promote 
(to call on the retailer once in 12 
months). By crude empiricism,’ Magee 
was able to derive the effect function 
which in this case yielded a factor of two, 
that is, calling upon a retailer doubled 
his purchases. Having derived the effect 

*John F. Magee, “The Effect of Promotional Ef- 
fort on Sales,” Journal of the Operations Research 
Society of America, Vol. I (1953), pp. 64-74. 

"He found that the purchase pattern of a re- 


tailer closely approximated the Poisson distribution. 
Although this is empiricism of a crude type since the 


_ Poisson distribution was not selected because of any 


hypothesis as to its appropriateness, it is not to be 
belittled in solving a company problem where the 
criterion of goodness is, “Does it work?” However, 
some rationale for the close fit of the Poisson dis- 
tribution would have been desirable, as Magee him- 
self suggested, “The distribution of expected num- 
ber of cases (sales) . . . is intriguing.” /bid., p. 74. 
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function Magee found it unnecessary to 
employ mathematical search theory, 
since the simplest of arithmetic yielded 
the solution as to which retailers should 
be called upon. The criterion was 
“. . , the average number of orders the 
customer (retailer) had placed over a 12 
month period,” and the sales force was 
allocated in this way. 

Finally, by incorporating manufactur- 
ing and distribution costs, he provided 
an answer to the equally important ques- 
tion, what is the optimum level of pro- 
motional expenditure? 

In an examination of consumer behav- 
ior, Alderson formulates the problem in 
terms of the concepts of search theory, 
for example, that shoppers are 
“. . . guided by some sort of a priori es- 
timates of the probabilities of finding 
what they want.’’* On the basis of it he 
has attempted to carry out psychological 
experiments involving uncertainty which 
simulated shopping experience. 


The Alderson type of experimentation 
is an application of gaming theory which 
has been termed “the simulated opera- 
tional experiment” and could be called 
“experimentation without hypothesis.’ 


*Cost and Profit Outlook, Vol. VII, No. 2 and 3 
(1954). The hypothesis suggested from observing 
consumer behavior was that a shopper is engaged in 
sampling stores that might possibly have the desired 
item and that time and cost do not permit her to 
visit all stores. The experiment involved confront- 
ing a number of people with the opportunity to 
open, at a price, envelopes containing a value un- 
known to the respondent but where the respondent 
could infer the probabilities of finding a given value 
from experience in opening the envelopes. It, thus, 
constituted a learning process. 

* Morse, op. cit., p. 163. “During the war several 
antisubmarine air search tactics were worked out by 
this means. The rules for the submarine player al- 
lowed him so many hours submergence, during 
which he could not be seen by the air player and 
during which he could see the plane only a short 
distance away; when he was on the surface he could 
be seen by the plane, of course, and was attacked 
unless he submerged in time; and so on. We worked 
up a gadget with electrical contacts to conform to 
these rules of sighting, so that the submarine player 


It is generally accepted that research ef- 
fectiveness is closely related to the pre- 
cision with which hypotheses are formu- 
lated. Such a random” approach to a 
problem, however, can be fruitful, and 
Bavelas’ pioneering work in communica- 
tion patterns is a case in point. 

Game theory is said to throw light on 
competitive relations among compa- 
nies.’ At the market research level in the 
company, competitors’ actions do pre- 
sent a problem, as when the validity of 
controlled experiments involved in test- 
ing the effectiveness of an advertising 
campaign may be destroyed with a com- 
petitor’s change of tactics in the test mar- 
ket but not in the control market and at 
the top management level where over-all 
marketing strategy is designed, competi- 
tive behavior poses even more serious 
problems. But it is my opinion that game 
theory has at the moment little to con- 
tribute in this area," since it offers little 
to the explanation and nothing to the 
prediction of competitive behavior.’ 
The language of game theory, “strategy,” 
“bluffing,” etc., is interesting, but it has 
unfortunately tended to impart to game 
theory an unjustified degree of realism 
as a tool for dealing with competitive sit- 
uations. Currently, a more fruitful 
source of guidance to marketing people 


and the air player could each chart his course un- 
seen by the other. For several weeks the men in our 
groups played dozens of games on this device.” 

” Morse, op. cit., p. 160; Wroe Alderson, “Opera- 
tions Research and Management Problems,” Cost 
and Profit Outlook, Vol. V1, No. 12 (1953), pp. $-4- 

“Carl Kaysem, “A Revolution in Economic 
Theory?” The Review of Economic Studies, Vol. 
XIV (1946-7), pp. 12-15; Alexander Henderson, 
“Theory of Duopoly,” Quarterly Journal of Eco- 
nomics, Vol. LX VIII (1954), pp. 566-7. 

“Game theory through the idea of statistical de- 
cision-making has made a significant contribution to 
individual behavior under conditions of uncertainty. 
This must be carefully distinguished, however, from 
the peculiar type of uncertainty involved in the 
typical competitive situation, namely that which 
arises in attempting to anticipate a competitor's be- 
havior. See Hurwicz, op. cit. 
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is the oligopoly theory of economics,"* 
combined with the growing fund of 
knowledge of empirical competitive be- 
havior accumulated through a number 
of industry studies."* 


QUALIFICATIONS 


The discussion to this point has sharply 
limited, by definitional means, the sig- 
nificance of operations research, and 
clarifying comments therefore become 
essential. Furthermore, the operations 
analyst has in a sense been dealt with un- 
fairly. 


Other Areas of Market Research 


First, there are areas commonly 
thought of as marketing where the opera- 
tions analyst can make a contribution, 
but which I have defined away. An ex- 
ample of this is offered by the application 
of queuing theory, often called the theory 
of waiting lines, to the problem of the 
best method of handling “check out” 
lines in a supermarket.’® Although I do 
not know of a specific instance where 
such an application has been made, the 
necessary conditions for its application 
appear realistic enough that it may be 
useful. 

Wholesaling and its concomitant func- 
tion of warehousing are often included 


“See Henderson, op. cit., for a summary of the 
current state of the theory. 

“For example, see William H. Nicholls, Price 
Policies in the Cigarette Industry (Vanderbilt Uni- 
versity Press; Nashville, 1951); for a summary of the 
behavior found in five British Industries, see my 
article, “Collusive Behavior,” Journal of Business, 
Vol. XXVII (1954), pp. 196-204. The shortcomings 
of most such works are their lack of emphasis upon 
nonprice competition. 

* Morse, op. cit., pp. 161-2; Charles Goodeve, “Op- 
erational Research as a Science,” Journal of the Op- 
erations Research Society of America, Vol. 1 (1954). 
pp. 178-9; Alan Cobham, “Priority Assignment in 
Waiting Line Problems,” /bid., Vol. 11 (1054), pp. 70 
76; Donal P. Gauer, “The Influence of Servicing 
Times in Queuing Processes,” Ibid., pp. 199-149; 
Philip M. Morse, H. N. Garber, and M. L. Ernst, “A 
Family of Queuing Problems,” [bid., pp. 444-5. 


in the area of marketing, and on the 
problem of the “best” flow of physical 
goods through a warehouse the opera- 
tions analyst has much to offer. However, 
my own preference is to define this as a 
problem in production, not marketing, 
thus its exclusion from my present con- 
sideration. 


Marketing Management as Opposed to 
Market Research 

Another qualification to my conclu- 
sion, and this is a very significant one, 
relates to the distinction between market 
research and marketing management. 

At the level of marketing decision, the 
economist’s theory of value and its re- 
lated concept of “suboptimization,” 


which is being developed by the opera- 
tions analyst, appear to have real signifi- 
cance for the sales manager and other ex- 
ecutives."® “Suboptimization” deals, for 
example, with the problem of formulat- 
ing sales incentive plans so that salesmen 


will work to accomplish company goals 
rather than to maximize their own goals 
at the expense of company profits. 

In addition to the direct benefit of 
value theory in establishing operational 
goals, the emphasis which the operations 
analyst places upon company goals will 
benefit marketing decisions, since mar- 
keting people generally have not done 
enough hard thinking about finding a 
criterion for decision—how does one 
choose among alternatives? For example, 
not long ago Marion Harper of McCann- 
Erickson complained that market re- 
searchers are not profit-minded,' which 
is not the first such criticism. Much more 
important, however, teachers of market- 
ing subjects are in large measure respon- 
sible for this failure. Although the failure 


“ Hitch, op. cit. 
"Marion Harper, Jr., “Making Business Deci- 
sions,” Journal of Marketing, Vol. XV (1951), pp. 


57 
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can be explained, it can hardly be ex- 
cused at this late date. The explanation 
lies primarily in the development of eco- 
nomic thought. Marketing grew up as a 
descriptive subject to fill the void left be- 
cause classical economics was so narrowly 
conceived that it left much to be desired 
in explaining economic behavior. In this 
context, marketing was essentially non- 
managerial and therefore goals were not 
relevant except that the description of 
marketing was occasionally concerned 
with public policy.'* 

Classical economics led further to the 
conclusion that all nonprice-selling ac- 
tivities imply the existence of monopoly, 
and these activities were therefore 
charged with “guilt by association.”” Un- 
fortunately, it is his skill in just this area 
of nonprice selling that largely justifies 
the marketing man’s existence, as a con- 
sequence of which the marketing teacher 
has for many years been regarded by his 
economist colleagues as somewhat unre- 
spectable. As an escape from this oppro- 
brium the marketing teacher has either 
ignored the profit motive, or explicitly 
argued that the criterion of decision in 
marketing is not profits or, worse yet, 
that it should not be profits. This un- 
happy picture is fortunately changing, 
but not as rapidly as it should for the 
training of effective marketing execu- 
tives. 

Routing salesmen is another area in 
which operations research may contrib- 
ute to marketing management.’® It will 
provide an answer where the only prob- 
lem in deciding the best route for sales- 


“A survey of the four most widely used texts 
suggests that this is still true of the introductory 
courses. 

”G. Dantzing, R. Fulkerson, and S, Johnson, “So- 
lution of a Large-Scale Travelling Salesman Prob- 
lem,” Journal of the Operations Research Society 
of America, Vol. Il (1954), pp. 393-410. This is re- 
lated to the transportation problem of linear pro- 
gramming—see Henderson and Schlaifer, op. cit. 


men to follow is to minimize the geo- 
graphic distance travelled. This assumes, 
of course, that the salesman will be effec- 
tive irrespective of his routing, and in 
many instances this is probably true. 

The concept of the servomechanism 
also has explanatory value at the decision 
level. An example lies in viewing market 
research as a feedback on the results of a 
particular marketing decision. The idea 
is essentially that of a control process 
analogous to the temperature control ar- 
rangement in an ultramodern home. 
When the temperature drops to a pre-es- 
tablished minimum level, called “the 
lower critical limit,” the heating unit is 
automatically turned on through the ac- 
tion of a feedback. Alternatively, as the 
temperature rises the heater is turned off, 
and if it continues to rise to “the upper 
critical limit,” the cooling unit is turned 
on. 

James Culliton has made a notable 
contribution to this idea of a control 
process in marketing management.®® Un- 
fortunately, however, in marketing our 
attempts to approximate the concept has 
not been nearly so successful as, for ex- 
ample, the production people's use of 
standard costs. Our measuring tools are 
yet too imprecise, our ability to predict 
is consequently even more unsatisfactory. 


Other Qualities of an Analyst 

Another qualification relates to quali- 
ties of the operations analyst rather than 
to his identifying tools. It is fairly obvi- 
ous that anyone who can use the tools 
that have been listed above as charac- 
terizing an analyst must be sophisticated 
in mathematics. The consequences of 
this sophistication are at least two: an 
enviable facility in the use of probability, 

* James W. Culliton, The Management of Mar- 
keting Costs, Harvard University Graduate School 


of Business Administration, 1948, especially chap- 
ters 5 and 6. 
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and although this point may be argued, 
a relatively better facility in detecting re- 
lationships. 

Horace C. Levinson, a mathematician 
active in operations research circles, did 
an interesting and useful analysis of the 
effects of department store advertising on 
sales in the Newark, New Jersey area in 
1941.71 In so doing he used none of the 
tools by which the operations analyst has 
been identified here but he brought to 
the problem training in mathematics and 
a keen mind. 

There has been criticism of the opera- 
tions analyst's emphasis upon the mathe- 
matical features of his work. In fact, the 
use of the calculus is sometimes taken to 


be an analyst's identifying characteristic. 


The British, on the other hand, give 
much more prominence to the role of 
the “team” whose members are trained 
in different disciplines.” 


The Analyst and Nonmarketing Areas 
of Company Operations 

Finally, it is emphasized that only the 
marketing area of a company’s operation 
have been discussed here, and certainly 
the operations analyst should not be eval- 
uated on the basis of his contribution to 
marketing alone. He provides, for ex- 
ample, a very real service in the field of 
production scheduling and inventory 
control, and by doing so he is also forcing 
a closer relation between company pro- 
duction and marketing departments 


™ Horace C. Levinson, “Experiences in Commer- 
cial Operations Research,” Journal of the Operations 
Research Society of America, Vol. 1 (1953). pp. 220- 
239. 

* For a similar view see Cyril C. Hermann and 
John F. Magee, “Operations Research for Manage- 
ment,” Harvard Business Review, July-August, 1953, 


pp. sooff. 


which will result in “better” marketing 
decisions. 


CONCLUSIONS 


It is an act of temerity to pass judg- 
ment upon the probable contribution of 
the theories of the operations analyst to 
market research; judgment on founda- 
tions per se is difficult since undoubtedly 
additional structures will be built upon 
them. However, when the nature of the 
operations analyst's tools are examined 
they are found, by and large, not to be 
appropriate to the problems with which 
the market researcher is concerned, Mar- 
ket researchers are concerned primarily 
with human behavior, whereas the opera- 
tions analyst usually takes this as given, 
and, where he does attempt to measure it, 
his methodology so far has been charac- 
terized by empiricism. 

On the other hand, the market re- 
searcher and the operations analyst effec- 
tively supplement each other in provid- 
ing data for executive decision. One of 
the full-time consultants in the field of 
operations research recently informed 
me that he was able to do his most satis- 
factory work in companies with market 
research departments. The operations 
analyst can combine the market re- 
searcher’s product with data from other 
management areas in the company and 
thereby present top management with 
more meaningful alternatives. 

Finally, in deciding whether an opera- 
tions research technique should be at- 
tempted in a particular marketing prob- 
lem a marketing executive should bear 
in mind the elementary but important 
and often neglected questions, “What are 
the conditions required for the applica- 
tion of this theory and do these condi- 
tions hold in the problem that I face?” 


MOTIVATIONAL RESEARCH REVISITED 


N. D. ROTHWELL 
Media, Pennsylvania 


OTIVATIONAL research, familiarly 
and affectionately known as MR 
by those who use it, is currently making 
a great splash in the market research 
world. Articles in leading journals, books 
and discussion herald the new era of MR. 
Reputable and otherwise conservative 
firms are rumored to be spending large 
sums for MR. 

Why the furor? The answer requires a 
review of a critical problem which mar- 
ket research faces and MR purports to 
solve. It is the long recognized problem 
that there are discrepancies between 
what people say they do or think or like 
and what they actually do, think or like. 
This is the point of departure for all 
articles and arguments advocating the 
use of MR. As one writer puts it, “When 
we approach a consumer directly with 
questions about his reactions to a prod- 
uct we often get false and misleading an- 
swers to our questions.’ Another says, 
“All too often people do not want to tell 
why they do things or they cannot tell be- 
cause they themselves do not know.” 

The business man who employs mar- 
ket research wants to know why people 
buy or do not buy his products. But con- 
sistently honest research practitioners 
have had to submit reports to him filled 
with irritatingly roundabout conclusions 
like, “The people who say they buy your 
products give these reasons in reply to 
these questions . . .” Others, less aware 
of the method's limitations or less honest, 
have reported more neatly and usefully, 
“People buy your product because . . .” 

Haire, M., “Projective Techniques . . .,”" 
nal of Marketing, April 1950, p. 649. 


*Wiebe, G. D., “A Briefing for Businessmen 
. + »” Printer’s Ink, September 17, 1953, P- $3- 
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Some, consequently, were caught in seri- 
ous error. They looked for new methods 
as did the people who had long sought 
honorable escape from circumlocution. 

Leads which sounded promising came 
from clinical psychology. ‘Clinical psy- 
chologists have long been faced with a 
parallel set of problems—patients unable 
or unwilling to tell therapists directly 
(what they think or how they feel). The 
development of projective techniques as 
diagnostic tools has provided one of the 
most useful means to uncover such moti- 
vations and market research can well af- 
ford to borrow their essentials.’"* And 
this market research has done, hardly giv- 
ing the lender a backward glance. Now, 
by word association, sentence comple- 
tion, picture response and a batch of 
other clinical tests, advocates of MR 
claim that it has forced consumers to re- 
veal what they might otherwise choose to 
conceal about their preferences and buy- 
ing behavior; that it can “go below the 
conscious level to turn up findings,’’* that 
it obtains “unconscious reasons that mo- 
tivate people without their knowing it.’ 
These hitherto unrevealed reasons, it is 
claimed, are the real ones and they can 
only be uncovered by projective tech- 
niques or the other MR method, nondi- 
rective questioning, also borrowed from 
the clinic. 

What is wrong with this? A backward 
glance at the source of the techniques ex- 
poses the dangers and fallacies. 

The following information about the 
best accepted and most carefully em- 

* Haire, op. cit. 
*Newman, J. W., “Looking Around,” Harvard 


Business Review, January-February 1955, p. 135. 
* Wiebe, op. cit. 
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ployed projective tests is revealed in the 
literature of psychological journals. 

The major problem, as one writer 
states it, is the “determination of condi- 
tions under which inferences based on 
projective material directly relate to 
overt behavior and the conditions for the 
reverse.” In layman’s language this says 
that trained clinical psychologists, aided 
by the knowledge of a great deal of back- 
ground material about their patients, 
having the advantage of being able to 
spend many hours with the patients, and 
able to administer batteries of tests as 
checks on each other cannot always dis- 
tinguish between projective test results 
upon which their patients will act and 
those which serve as a substitute for ac- 
tion.’ Having, for example, probed be- 
low the surface and discovered that a 
man wishes to murder his wife, the tester 
is stuck when it comes to predicting 
whether he will, in fact, try to kill her or 
whether his fantasies about doing so 
serve as an outlet for the desire and check 
any real impulse to act on it. 

Translating this major problem to 
market research terms, suppose you dis- 
cover underlying and otherwise uncon- 
scious drives to buy your product. Will 
they be transformed into action? Or are 
they substitutes therefor? It seems re- 
dundant to add that a need or desire 
which appears in a psychological test but 
is seldom or never demonstrated in ac- 
tion isn't going to ring cash registers. 

A second group of problems arises 


*Lindzey, G., “TAT-Interpretative Assumptions 
. . »” Psychological Bulletin 49, 1952, p. 1. 

"See the following: H. A. Murray, Thematic Ap- 
perception Test Manual (Cambridge: Harvard Uni- 
versity Press, 1943); P. H. Mussen and H. K. Naylor, 
“Relation Between Overt .. .,"” Journal of Abnor- 
mal & Social Psychology 49, 1954, p- 235; P. M. 
Symonds, “Are Projective Test Data . . .,” Journal 
of Projective Techniques 15, 1954, p. 515, and 


Adolescent Fantasy (New York: Columbia University 
Press, 1949); van Lennep and Howwink, “Projec- 
tion Tests . . 


4" Acta Psychologia 9, 1953, p. 240. 


from the fact that the results of projec- 
tive tests are affected by momentary im- 
pulses and moods, by interactions be- 
tween the tester and subject, by the time 
and place of the tests, and by how they 
are analysed.* The way in which instruc- 
tions are given, the tone of voice of the 
examiner, the sex of the examiner, the 
perceived role of the examiner, the en- 
vironment in which the test takes place, 
the situation into which the test is intro- 
duced, the interpretation of the test by 
the same person at different times or by 
different people at the same time—all 
have been shown to change test results. 

In terms of a market research study, 
then, clients should know that a different 
part of the personality underground 
which determines tastes for his product 
is tapped by different interviewers, by 
finding consumers in different moods or 
engaged in different activities, by inter- 
viewing people at home rather than on 
a shopping trip, and by employing dif- 
ferent analysts even if they are equally 
skillful and honest. At best you have a 
fragmentary picture, And the problem of 
distinguishing between a momentary im- 
pulse which might or might not last long 
enough to result in a purchase of your 
product and a more enduring disposition 
to buy, remains. 

A third drawback of the projective 
tests (with the possible exception of the 
Rorschach) is the lack of normative data. 
These are the kind we have for the better 
known intelligence tests. They show the 
range of response throughout the entire 


*See the following: A. W. Combs, “A Method of 
Analysis .. .," p. 167 and “The Validity and Re 
liability . . .,” p. 240, Journal of Clinical Psychology 
2, 1946; M. Deutsch, “Field Theory .. .," p. 427, 
C. W. Eriksen, “Needs in Perception .. .,” p. 495, 
and J. R. Milam, “Examiner Influence . . .,” p. 221, 
Journal of Projective Techniques 18, 1954; Murray, 
op. cit.; §. Sarason, The Clinical Interaction (New 
York: Harper and Brothers, 1954); 5. 5. Lomkins, 
The Thematic Apperception Test (Grune & Strat 


ton, 1947). 
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population. We know, in short, what 
“normal” intelligence is. But, until mar- 
ket research came along, most projective 
testing was confined to the sick, the mal- 
adjusted, the criminal and the sopho- 
more psychology student. 

In terms of market research, again, the 
lack of normative data interferes with 
realistic appraisal of the information col- 
lected, Granted that projective tests may 
obtain significant data about buying be- 
havior, no one can say what they signify 
until normal populations have been 
tested and have had their behavior stud- 
ied. 

Refuting the claim that projective tests 
invariably tap compelling and vital mo- 
tivational material about the person to 
whom they are administered, there is evi- 
dence that. even in the clinic, these tests 
often elicit mere stereotyped responses.® 
That is, people do not inevitably or con- 
sistently project or put themselves into 
the pictures or other materials the psy- 
chologists provide for them. They may, 
for example, answer questions in terms 
of someone they consider is “typical” or 
as they think the heroine of a novel 
might. Their stories may follow the plot 
of a good movie as well as the outlines of 
their own actual or fantasy life. On the 
other hand, there are some subjects who 
do project themselves into the tests but 
take care, as one clinician reports ‘‘to 
keep the central character of (their) pro- 
jections from expressing any material 
that is clearly inconsistent with (their) 
concept of self or that violates cultural 
sanctions.’"?° 

This, plainly, takes us back where we 
started. People are unable or unwilling 
to reveal themselves and their workings 


* See the following: Combs, “A Method of Analysis 
»" and “The Validity and Reliability .. .,” op. 
cit.; Lindzey, op. cit.; Symonds, “Are Projective Test 
Data .. .,” op. cit. and Adolescent Fantasy, 
“Gordon, H. L., “A Comparative Study of Dreams 
« Journal of Personality 22, 1953, p. 234- 


even if we try to divert their attention 
with tricky pictures and stories. 

There is sharp contrast between the 
hopeful but cautious clinicians who de- 
veloped projective testing and the boast- 
ful claims made for it by the MR borrow- 
ers. Here and there, among other claims 
made in the writings for the eye of the 
business executive, there is the implica- 
tion that he had better jump on the band- 
wagon, that in MR lies the future, and 
that the Government is far ahead of him 
in recognizing this. It is true, in fact, that 
both the Army and Air Force have tried 
projective techniques. It is also true that 
they found these techniques useless for 
predicting qualities of leadership or po- 
tentialities as pilots." 

Any doubts raised about the value of 
projective techniques should be intensi- 
fied by observations of MR. For even if 
clinical psychologists had developed an 
excellent tool for market research, it has 
been badly employed and sadly abused 
by the borrowers. It is as if a serious at- 
tempt at seeking scientific knowledge 
were turned into a parlor game. But how 
could it be otherwise? What market re- 
search firm could administer a Thematic 
Apperception test or a sound variation of 
it in a few minutes on the door step or in 
the parlor, to a distracted housewife? 
And which would then engage in the 
controlled experimentation and other 
kinds of psychological research required 
to validate test results? Proper adminis- 
tration of a projective test requires an 
unhurried and relaxed atmosphere. A 
large number of carefully selected, stand- 
ardized and drawn pictures should be 


"See the following: M. Harrower, “Clinical As- 
pects of Failures .. .,” Journal of Projective Tech- 
niques 18, 1954, p. 294; Symonds, “Are Projective 
Test Data... .,” op. cit.; U. 8. Department of the 
Army. Personnel Research Branch Publication. Vali- 
dation of three objectively scored pictorial tests of 
personality for the assessment of leadership. Re- 
port 958, 1952. 
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used. Interpretation of two or three pic- 
tures by themselves is generally unac- 
ceptable. Analysis of the test involves the 
search for consistent pattern through 
many pictures.* Generally speaking, 
neither the interviewers nor analysts of 
commercial market research firms are 
qualified to do the job. For the most part 
their borrowing has been confined to the 
impressive sounding names and aims of 
the test. 

There is a second tool in the MR kit. 
This is the long narrative interview 
whose questions are open-ended, non- 
directive, or relatively unstructured. 
These questions permit the answerer 
considerable latitude for discussion and, 
so far as is possible, their wording avoids 
any suggestions of answers. Such “depth” 
interviewing, it has been claimed, gets 
below the surface to less superficial mo- 
tivational material than that provided 
by a conventional questionnaire.* 

It is true that skillfully handled non- 
directive interviewing can elicit full re- 
plies to questions about why people like 
a product they buy. And exhaustive in- 
terviewing may bring to light many com- 
ponents of the answers to the questions. 
But here again, the possible distortion 
in interpretation of such replies is im- 
measurable. If, for example, you are try- 
ing to learn why a consumer bought a 
Ford rather than a Chevrolet, and if he 
is articulate and cooperative, he can pro- 
vide you with lists of logical reasons, re- 
ports of hours of well remembered fam- 
ily discussions, total recall of a salesman’'s 
hard-hitting pitch. But all these might 
have been outweighed in the actual deci- 
sion making by a brief half-forgotten 
glimpse, a dim childhood memory, an 
unrecognized stubborn streak, or a 
learned reflex. So, even when some or all 

™See the following: Murray, op. cit.; Tomkins, 


. cit, 
* Newman, op. cit. 


of the subtle interacting decision con- 
trolling information is dredged up dur- 
ing the course of a long interview, no 
method of evaluating it is provided. 
Honesty thus requires that the results be 
reported as “people say they buy be- 
cause” rather than “people buy be- 
cause.” 

Where does this leave us? We can re- 
turn to the point of departure, the an- 
noying fact that there is discrepancy be- 
tween people's answers to questions and 
their behavior. Having attacked MR 
which is the currently advocated solu- 
tion for the problem, alternative sug- 
gestions to ‘t might be considered. The 
few which are sketchily outlined do not 
constitute an exhaustive list of possible 
solutions. They are, on the contrary, in- 
complete and tentative proposals offered 
with no guarantee of success. None is 
considered a panacea and few have the 
novelty or glamor of MR. It is pedes- 
trian, for example, to suggest that the 
problem of market research will be 
solved only after reams of answers to 
questions about buying behavior and 
preferences are collected and checked 
against quantities of observational data. 
We can go on asking people whether 
they like our product and what there is 
about it they like. Then we need to 
watch them to see if, in fact, they pur- 
chase it and what are the conditions un- 
der which they do or do not buy it. The 
task involves continuing and systematic 
research but its reward may be the meas- 
urement of the observed discrepancy 
between people's words and behavior. 

A second suggestion is that much more 
be done in the area of experimental de- 
sign for market research, It was mostly 
by controlled experimentation that the 
clinical psychologists cited in this paper 
uncovered and began to measure the lim- 
itations of their methods. Other market 
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research methods require similar testing 
and evaluation. Furthermore, some of 
the reams and quantities involved in 
conducting survey research might be 
foregone if the surveys were designed as 
experiments. And, finally, there is no 
alternative to an experiment for the 
study of the significant effects of time— 
how changes in buying behavior occur, 
how shifts in consumer preferences arise, 
what is the potential demand for new 
products or product variants. 

Third, some of the market research 
now being conducted in the field might 
better be confined to the clinic and 
laboratory for the present. The clinic is 
the best place in which to determine 
how deep are the motivations involved 
in purchasing decisions. It is possible 
that some of these motivations may be 
more superficial than MR now indi- 
cates. 

The laboratory of the experimental 
psychologist should also be exploited. 
The study of the role of habit in influ- 
encing buying behavior, for example, is 
one which could better be accomplished 
by observing people in a psychologist’s 
laboratory than by trying to ask them 
questions, the answers to which may not 
be in their conscious, semiconscious or 


unconscious thoughts, but outside their 
sphere of knowledge and perception. 

Many suggestions for improving ques- 
tionnaire designs would, if followed, 
provide major though not revolutionary 
improvements in market research. For 
example, if questionnaires concerned 
themselves more with the collection of 
narrative reports, what people say they 
do, and less with the collection of replies 
to why questions, they would be on 
sounder ground. 

One idea more radical than those listed 
comes from the writings of the Harvard 
economist James Duesenberry'* and the 
Chicago sociologist David Riesman.’® 
They question the extent to which pref- 
erences and buying behavior are indi- 
vidually determined. Both suggest that a 
social group even larger than the family 
unit is the basic determinant of con- 
sumer demand. Market research has not 
yet explored systematically the hints in 


their work. Maybe sociometry can pro- 
vide some tools for doing so. But, before 
borrowing them, let us take warning 
from MR and examine very critically 
what is being loaned. 


“ Duesenberry, J., Income, Savings, and the The- 
ory of Consumer Behavior (Cambridge: Harvard 
University Press, 1949). 

*Riesman, D., R. Denny, and N. Glazer, The 
Lonely Crowd (New Haven: Yale University, 1950). 
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THE PROBLEM 


N increasingly used technique for 
A studying the market position of 
branded items is that of the audited self- 
administered questionnaire. This is used 
in what is commonly referred to as the 
“grocery-bag” survey, originated by the 
Milwaukee Journal in 1922 and adopted 
since 1945 by many other newspapers. 

The method makes use of a schedule 
asking for information on the brand used 
most frequently for each of a number of 
food, drug, and other items. 

The questionnaire is mailed to a sam- 
ple of households considered to be rep- 
resentative of the area covered by the sur- 
vey, generally an ABC city zone. Those 
filling out the forms are asked to return 
them in person. This allows a prelimi- 
nary editing of replies at the time of re- 
turn, in what constitutes a short personal 
interview or audit. In exchange for re- 
turning the completed forms, the re- 
spondent receives a free bag of groceries. 

The data obtained on brands used 
most frequently, expressed as percentages, 
are commonly believed to be indicative 
of the relative volumes sold of the vari- 
ous brands for the products surveyed. 
Moreover, the figures often (perhaps gen- 
erally) are considered to be equivalent to 
quantitative measures of relative sales 
volumes, even though the technique 
measures brands most frequently used 
rather than relative sales volumes. 

The audited self-administered ques- 
tionnaire studies are conducted annu- 
ally. The standard form for questions 
asked on brands is: 


The respondent is asked to name as 
brand the one used most frequently. 

Despite the considerable use of the 
technique and the very considerable 
sums spent in its application, little basic 
data on any systematic basis are available 
which permit evaluation of the audited 
self-administered questionnaire type of 
survey. An attempt has been made in this 
dissertation to evaluate the method. 

The evaluation is based on the 1952 
survey of the San Jose Mercury-News 
conducted under the writer's direction 
and close supervision.’ The market cov- 
ered included the contiguous cities of 
San Jose and Santa Clara, California, and 
the immediately adjacent built-up area 
of homes. The study has been directed 
primarily to appraisal of the technique 
for determining brand market positions 
for consumer items bought at frequent 
intervals, specifically foods. Supplement- 
ing this, however, an evaluation also has 
been made of the technique for obtain- 
ing data on some population character- 
istics. An appraisal of the technique for 
determining changes over time in mar- 
ket position, or in population character- 
istics, has not been attempted. This 
would require a study of more than one 
survey period. 

In evaluating a measurement tech- 
nique which utilizes sampling, considera- 
tion must be given to sampling variabil- 

‘Grateful acknowledgement is made to the news- 


paper and to Mr. Robert Barton, then its research 
director. 
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ity—often called sampling error—and to 
sampling bias. The evaluation of a 
measurement technique must consider 
the extent to which the figures obtained 
are free from response error—either inac- 
curacy or ambiguity. If the technique is 
to measure market position, the data ob- 
tained should be relevant. Cost of sur- 
veys for measuring markets is an im- 
portant consideration. 


EVALUATION 


Nonrespondent Bias.—Data obtained 
in an audited self-administered question- 
naire survey are tabulated from the re- 
plies to a schedule sent to a. sample of the 
population. Only a portion, roughly 
half, of those sent questionnaires reply. 
Estimates for the population are based 
on the data submitted for those replying, 
the respondent group. This raises the 
question of resulting bias. To test the 
influence of the nonrespondent group 
(45 per cent of a systematic random sam- 
ple of 548 households) on the estimates 
made, those not returning schedules were 
followed up by personal interview to de- 
termine whether the inclusion of replies 
from them would significantly alter fig- 
ures on brand standings and population 
characteristics. Of the 245 nonrespond- 
ents, 153 were selected for follow-up by 
personal interview and of these, 124 per- 
sonal interviews were completed. It has 
been assumed that differences in replies 
due to differences in technique between 
the personal interview and the audited 
self-administered questionnaire are not 
sufficiently marked to invalidate the 
comparisons. 

The following results were found: 


(1) Brand standings as determined from re- 
plies are similar for the two groups, 
those returning and those not returning 
questionnaires, for seven foods com- 
pared. Differences between the per- 
centages of respondents and nonre- 


spondents followed up by interview 
naming the top brand, the second top 
brand and other brands are not statis- 
tically significant. The chi-square test 
has been used. 

(2) Differences between the two. groups 
were measured in terms of age of the 
woman of the household; number and 
make-up of the family; children in 
school excluding college; employment, 
income, and educational status of house- 
hold members; library and magazine 
utilization; type and tenure of res- 
idence; and ownership of automobiles 
and TV sets and use of telephones. 
Population characteristics as reported 
by the two groups differ statistically. 

(3) Brand standings for the two groups are 
similar despite differences in popula- 
tion characteristics. This would indi- 
cate a lack of marked diflerences among 
differing population groups in their re- 
sponse to questions on brand most fre- 
quently used. 


It is concluded that sampling bias will 
affect the validity of estimates for popu- 
lation characteristics but will not ma- 
terially affect brand standings for the 
common packaged foods studied. 

Reproducibility of Sample Data.—The 
precision with which data can be repro- 
duced has been investigated. Variation 
in data obtained from one sample to an- 
other results from both sampling error 
and random response errors for the 
groups sampled. Reproducibility has 
been evaluated. Questionnaires were 
mailed to three independent systematic 
random samples of several hundred ad- 
dresses each. The data obtained, both for 
brand and population characteristics, 
were in agreement within the range of 
variation to be expected for sampling 
error. 

Response Errors.—Are the replies given 
by the group which returns question- 
naires in accord with the facts? 

It has not been possible generally to 
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determine whether replies given by re- 
spondents in the San Jose study on 
brands of food used were in accord with 
the facts. A direct check of replies to a 
question on brands “most frequently 
used” is difficult where multiple-brand 
use is common. Information could be 
checked for one item, however—the 
brand of milk delivered to the home. 
Customers generally buy from one dairy 
only; not more than an estimated 2 per 
cent “split” their business in the survey 
area. 

It has also been possible to make some 
comparisons of estimated population 
characteristics, based on the combined 
responses of returnees and nonreturnees, 
with data from Census and other sources. 


FINDINGS 


1. The numbers of customers in the survey 

area having milk delivered by each of the 
three leading dairies were projected 
from survey data, using the combined re- 
plies of those returning questionnaires 
for groceries and those followed up by 
personal interview. The projections were 
compared with the actual numbers of 
customers in the area as reported by the 
three dairies. If questionnaire replies did 
accord with the facts, the projections 
should have corresponded within sam- 
pling error to the dairy figures. 
The results were mixed. Survey figures 
understated deliveries by the leading 
dairy by a statistically significant amount. 
Survey figures for the other two dairies 
agreed with the customer data supplied, 
within sampling error. 

. The combined responses of returnees 
and nonreturnees agreed with data from 
Census and other sources within sam- 
pling error for school enrollment by type 
of school, type of residence, telephone 
subscriptions, and television set own- 
ership. The survey figures disagreed 

*“Other sources” were U. S. Bureaus of Labor 

Statistics and Census, Pacific Gas and Electric Co., 


and Pacific Telephone and Telegraph Co. and school 
authorities. 


by more than sampling error with 
other information on home ownership 
(p <0.001). 


Relationship of Reported ‘Brand Use 
to Brand Market Position.—Consumer 
panel diary data on purchases of 100 
families chosen at random from mem- 
bers of the Chicago Tribune Consumer 
Panel were published by Professor 
George H. Brown in a series of articles 
in Advertising Age in the summer and 
fall of 1952. An analysis shows that per- 
centages based on brand purchased 
“most frequently” approximate fairly 
well the market position percentages for 
coffee and flour and that they are poor 
approximations to volume for breakfast 
cereals. (Percentages based on brand “‘last 
purchased” as recorded in the diaries are 
similar for the three items to the “most 
frequently” figures.) Thus, data on 
brands most frequently used, even if 
completely in accord with the facts, can- 
not be depended on to give in all cases 
valid estimates of relative sales volume, 
market position. This is the result -of 
multiple-brand use and of unequal con- 
sumption among those using “most fre- 
quently” one brand as compared with 
those “most frequently” using another 
brand. Unequal consumption refers both 
to the total of an item purchased and to 
the proportion purchased of the brand 
most frequently used, that is, the concen- 
tration of purchases on one brand or the 
degree of brand loyalty. Unequal con- 
sumption is particularly important in re- 
lation to breakfast cereals where unequal 
weight (used as the criterion for deter- 
mining market share percentages) for 
packages of the different cereal products 
is a factor. 

Relationship of Brand Positions from 
the Audited Self-Administered Question- 
naire and Estimates of Relative Sales 
Volumes.—To be relevant as a measure 
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of brand market position, the audited 
self-administered questionnaire tech- 
nique should yield data which are good 
approximations of market positions, rel- 
ative sales volumes of the different 
brands sold. Mention has already been 
made of the Chicago Tribune figures 
which bear on this. Additionally, com- 
parisons have been made directly of 
audited self-administered questionnaire 
data with brand positions for a large 
number of foods based on estimates of 
their sales in the San Jose survey area by 
distributors (chain stores, grocery whole- 
salers, coffee roasters, and other distribu- 
tors). Brand standings based on distribu- 
tor data are only estimates of sales and 
subject to error. The degree of error for 
cach item covered is unknown. Subjec- 
tive estimates of likely maximum error 
for each item have been made. 

With these limitations, the following 
findings were made: 


(1) Audited self-administered questionnaire 

survey brand standings agree within 
sampling error (for the survey sample) 
with distributor estimates of market po- 
sition, for the leading brand for 7 of 
16 foods; and for the second leading 
brand for 10 of the 16. 
Discrepancies between audited self-ad- 
ministered questionnaire data and dis- 
tributor data greater than would be ex- 
pected from sampling variation (for the 
survey sample) are obtained for the 
balance. Survey figures are significantly 
higher for the leading brand for 7 foods 
and lower for 2 foods of 16. Survey fig- 
ures are significantly higher for the 
second leading brand for 1 food and 
lower for 5 of the 16. 

(3) Comparison of audited self-administered 
questionnaire data with relative sales 
volume estimates, even after allowing 
for the likely maximum error in these 
estimates, indicates that survey stand- 
ings difler from relative actual sales 
volumes by more than survey sampling 


error for 5, foods for the leading brand 
and also for 5 foods for the second lead- 
ing brand. 

There seems to be no consistent basis 
for differentiating between items on 
which audited self-administered ques- 
tionnaire brand standings and distribu- 
tor sales data agree and items on which 
they disagree. 

(4) Audited self-administered questionnaire 
survey standings for chain store brands 
are generally lower than the estimated 
relative sales volumes. 

(5) Review of the comparisons of audited 
self-administered questionnaire and dis- 
tributor data indicates that a “prestige” 
factor may bias response in some cases. 
(a) ‘The comparisons for the top brands 

so indicate. Brand position percent- 
ages obtained by the questionnaire 
agree with distributor data on sales, 
within the limits of sampling varia- 
tion, for the two top brands for 
about half the foods studied. For 
the balance, however, the question- 
naire figures tend to be higher than 
the distributor sales data for the top 
brand and lower than distributor 
sales data for the second leading 
brand. 

Chain brand standings are consist- 
ently lower as given by survey data 
than are market position figures es- 
timated from distributor data. This 
indicates a prestige factor operating 
against chain store brand mention. 
Admittedly, distributor data are 
subject to error, and other factors 
such as heavier concentration of 
purchases on brand “most fre- 
quently used” (brand loyalty) among 
chain brand purchasers than among 
other brand purchasers (if this 
should be so) could be responsible 
for lower survey standings of chain 
brands. 


Cost of Surveys for Measuring Markets. 


—The audited  self-administered ques- 
tionnaire technique provides informa- 
tion on brand standings by a less costly 
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procedure than do alternative pantry in- 
ventory, store audit, and consumer panel 
methods. This is its great advantage. 


CONCLUSIONS 


The findings summarized above lead 
to the following general conclusions: 


(1) The audited self-administered question- 
naire survey technique is not depend- 
able as a measure of market position for 
branded foods—expendable items pur- 
chased at frequent intervals. The figures 
it yields may be good approximations of 
relative sales volumes in some cases but 
are poor in others. Particularly impor- 
tant, so far as this study has gone, is 
the fact that there is no basis for judg- 
ing in a specific case whether the ap- 
proximation is good or bad. 

The use of the survey technique to ob- 
tain information on population char- 
acteristics likewise yields mixed results. 
The data are not dependable. 

The audited self-administered question- 
naire survey is a less costly technique for 
measuring brand standings than others. 
For this reason it is likely to continue 
to be used. Therefore, it may be worth 
investigating the possibility of modify- 
ing the technique to make it more use- 
ful as a means of determining market 
position. 

Modification would have to take ac- 
count of mul!tiple-brand use and un- 


equal consumption among users of the 
different brands. There is some doubt 
as to whether it would be successful. 
Bias would still be an important factor. 
There may be some value to a manufac- 
turer in knowing how great is the dis- 
crepancy between audited self-admin- 
istered questionnaire survey and sales 
volume percentages in various markets. 
Further work would have to be done, 
however, on the interpretation and uti- 
lization of such information. In any 
case, the manufacturer would still have 
to solve the problem of determining 
what relative sales volumes are. 
Repeated audited self-administered 
questionnaire surveys may be useful as 
indicators of changes in relative sales 
volumes of brands from year to year. 
Marketers are interested in the direc- 
tion of change in market position over 
a period of time, even if data on relative 
sales volumes at any one time are in 
error. How dependable the self-admin- 
istered questionnaire technique may be 
even as a qualitative measure of direc- 
tion of change in market position is not 
known. To determine this would re- 
quire a separate investigation covering 
more than one survey period, 

It has been possible to obtain distribu- 
tor sales data for estimating brand mar- 
ket position in the area studied. The 
possibilities of utilizing distributor data 
for similar estimates in other areas is 
worth investigation. 
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Announcements 
THE EDITORS 


Alpha Kappa Psi Award 


Tue Avena Karra Psi Fraternity has of- 
fered an award of $100 for an outstanding 
article or contribution appearing in THE 
JOURNAL OF MARKETING during the publica- 
tion year 1955-56. The Board of Directors of 
the American Marketing Association has ac- 
cepted this offer. Accordingly, the members 
of the Editorial Board will consider all con- 
tributions published in the four issues com- 
mencing in July 1955 and running through 
April 1956. From these contributions, they 
will select one which in their judgment has 
made an outstanding contribution to the 
advancement of science in marketing, re- 
sulting in a better understanding of mar. 
keting problems and the methods for solv- 
ing them, The contribution chosen by the 
Editorial Board will be announced in the 
July 1956 issue. 


Statement of Policy 

Tue Eprrors OF THE JOURNAL OF MARKETING 
welcome submission of manuscripts which 
contribute to the advancement of science in 
marketing, resulting in a better understand- 
ing of marketing problems and the methods 
for solving them. Standards for appraisal of 
manuscripts were set out in the July 1954 
issue. In order to be published in the sour- 
NAL, articles must meet one or both of two 
basic sets of criteria: (1) a substantial contri- 
bution to marketing knowledge or (2) a 
contribution to research methods as applied 
to marketing. 

Publication of articles which describe and 
analyze major developments occurring or 
apt to occur in the structure, policies, and 
operations of marketing enterprises should 
lead to better understanding of marketing 
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problems. Analysis of such changes, their 
causes, and their implications constitutes a 
substantial contribution to knowledge of 
marketing. They may also be helpful to 


management in formulating marketing 
policy. Many basic changes are occurring in 
procurement, processing, distribution, and 
merchandising. Technology, business organ- 
ization, and the role of government are 
changing. Market structure and marketing 
functions are shifting drastically in many 
commodity lines. Specific questions relevant 
to these and similar general issues would 
make an almost endless list. Almost any one 
of these questions might be described or 
analyzed with a theoretical, statistical, his- 
torical, legal, or operational emphasis. 

Research methods as applied to market- 
ing involve the definition of problems, the 
development of a hypothesis or a tentative 
solution of the problems, and the applica- 
tion of a wide variety of techniques to test 
the validity and generality of the hypothesis. 
Marketing theory manuscripts should help 
to define marketing problems and to formu- 
late testable hypotheses for their solution. 
Articles on research as applied to marketing 
should define and appraise techniques for 
testing such hypotheses. 

‘The Editors believe that both substantive 
material and research methods should be 
considered in the JOURNAL’s pages provided 
that the basic editorial criteria are met. 
Articles should be analytical and of gen- 
eral applicability in either event. Contribu- 
tors have generally stressed research method- 
ology. In welcoming such articles as well as 
those which deal with matters of present or 
future policy significance, the Editors re- 
affirm the basic objectives of the American 
Marketing Association and THE JOURNAL OF 
MARKETING. 


ANNOUNCEMENTS 
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Manuscripts for possible publication should 
be submitted to George L. Mehren, Managing 
Editor, THE JOURNAL OF MARKETING, 207 Gian- 
nini Hall, University of California, Berkeley 4, 
California. 

Authors should use standard typewriter paper. 
Typewritten lines should not exceed 51% or 6 
inches in length. All typed material, including 
footnotes, quoted matter, bibliographies, and so 
on, should be double spaced. Footnotes should 
be typed on separate sheets or at the bottom of 
the page but never run into the text. 


Correction, July 1955 Cover 


Tue Eprrors regret the occurrence of two 
errors on the cover of the July 1955 is- 
sue. The article, “Drug Store Expenses and 
Margins,” erroneously shown as written by 
Professor Roland S. Vaile, was written by 
Professor Paul D. Converse. The cover 


should show “Science Applied to Advertis- 
ing” as written by Professor Vaile. The in- 
side Table of Contents was correctly set up. 
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The Forum 


EDWIN H. LEWIS, Fditor 


CONSUMER KNOWLEDGE OF INSTALLMENT 
CREDIT CHARGES 


HE use of installment credit has ex- 
rapidly in the postwar period. 
The extent of its use is indicated by the fact 
that 44 per cent of all nonfarm spending 
units owed nonmortgage installment debt 
at the beginning of 1954.' In the process of 
analyzing the effects of the use of install- 
ment credit upon the economy and upon 
individual families, it is important to know 
the characteristics of families using install- 
ment credit, the size and duration of com- 
mitments, the percentage of income allo- 
cated to credit repayment, and the extent to 
which users are aware of the interest rates 
and carrying charges they are paying.? The 
1954 Survey of Consumer Finances contrib- 
uted a considerable amount of new material 
concerning the first three of these aspects. 
The primary purpose of this case study 
was to ascertain respondents’ awareness of 
rates of interest and amounts of carrying 
charges paid on installment credit. The 
study also contributed information regard- 
ing characteristics of users and nonusers of 
installment credit as well as median 
monthly repayments by income class. 

The locale of the study was the twin 
cities of Champaign and Urbana, Illinois, 
which have a combined population of about 
60,000, of whom 16,000 are students at the 


* 1954 Survey of Consumer Finances, Federal Re- 
serve Bulletin, July 1954, p. 695. 

* Installment credit, as the term is used here, in- 
cludes credit extended for purchases made on the 
installment plan and loans for consumption pur- 
poses obtained from banks, small loan and finance 
companies, credit unions, and other sources, which 
are repaid on the installment plan. Mortgages, busi- 
ness debts, and charge accounts (for periods of go 
days or less) have not been included. 
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University of Illinois. In addition to serv- 
ing as the home of the university, the twin 
cities constitute a major retail trade center 
and contain some industrial plants. Three 
hundred and eleven completed interviews 
were obtained from families selected at ran- 
dom in the twin cities during the first quar- 
ter of 1954. Chi-square tests used to com- 
pare the income distribution, median in- 
comes, and monthly rentals of the sample 
families with that of the population (at the 
time of the 1950 Census) yielded nonsignifi- 
cant differences at the .o5 probability level. 
However, certain other differences—size of 
household, median value of dwellings, and 
percentage of owner-occupied dwellings— 
were statistically significant. 

Of the 311 families who completed the 
interviews, 136, or 44 per cent, had made use 
of installment credit during 1953 or were 
repaying credit contracted before that time. 
‘There was little difference in the median 
incomes of the users and nonusers of in- 
stallment credit; the median income of the 
former was $4,337 and of the latter $4,223. 
Users of installment credit were, however, 
more heavily concentrated in the middle- 
income groups than nonusers (Table 1). 
User families were, on the average, larger 
than nonuser families and a smaller per- 
centage owned their homes. Nonusers of 
installment credit had paid off their mort- 
gage obligations more frequently than us- 
ers; 66 per cent of the nonusers had retired 
the mortgages on owner-occupied homes, 
whereas only 22 per cent of the home-own- 
ing users were in this fortunate position. 
There were, however, no significant differ- 
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Taste | 
MEDIAN Size OF FAMILY AND PERCENTAGE OF HOME OwnNeRS AMONG 
Creptt By INCOME CLASs 


Number of 
user families 


Total number 


Income class* of families 


$ 0 $ 1,699 30 
1,700- 3,199 70 
3,200- 4,699 66 
4,700- 6,199 60 
6,200- 8,199 34 
8,200- 10,699 21 
10,700 and over 14 
Unknown 16 


All families $11 


Users AND NONuUsS#RS OF INSTALLMENT 


Median Percentage in owner- 
size of family occupied dwellings 
Users Nonusers Users Nonusers 


4.0 


3.0 
3.5 
40 


3.0 
25 


3.0 


2.0 29 


2.0 55 
2.0 66 
3.0 


3.0 
2.0 


2.5 


* Families were asked in which of these income classes their total family income fell in 1953. Families were 
not asked the exact amount of their income, although 37 volunteered this information. 


Tasie 2 


Number of years 
married 


Up to 3 
4- 5 
6 - 10 
ll - 15 
16 20 
21 — 30 
$1 or more 
Single 
Widowed 
Unknown 


Percentage 
of nonusers 


Total 


Number of families 


ences in monthly rentals paid by the two 
groups by income class.* 

Users of installment credit were gener- 
ally younger families than nonusers in 
terms of number of years married (Table 2); 
the median number of years married for 
the users was 12 and for the nonusers 17. 
Families in which the chief earner was sin- 
gle or widowed made relatively little use of 
installment credit. Families married 4 to 
15 years made the greatest relative use of 
installment credit in this study. This is the 
period in the family life cycle in which chil- 
dren are entering the family and maturing 

*Chi-square tests were used in each case. The 


median rental paid by nonusers was $65 and by 
users $55 a month. 


Users AND NoNuseRs OF INSTALLMENT Crepir BY YRARS MARRIED 
Percentage 
of users 


User families as a percentage of 
all families in each category 


38 
62 
69 
63 
53 
26 
27 
10 
19 
20 


44 


and in which income is incréasing, although 
at a slower rate than new obligations. It 1s 
interesting to note the large increase in user 
families as a percentage of all families 
(Table 2) as the number of years married 
increases from less than 4 to 4 and over. 
These data would tend to contradict the 
commonly held belief that newly-formed 
families are major users of installment 
credit. 

The median amount of credit contracted 
by the 136 user families was $594, of which 
one half was outstanding at the end of the 
year. The median monthly repayment on 
these borrowings was $33, and the median 
duration of commitments was 18 months, 
as shown in ‘Table 9. The amount of the 
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49 
33 61 
$2 64 
14 
il ) 
75 78 
4 100 92 
136 —_— 52 65 
5 10 
9 24 
25 
9 13 
4 6 
17 8 
10 
12 4 
4 
100 100 
175 136 
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Taste 
MONTHLY RerAYMENTS, DURATION OF COMMITMENTS, AND PERCENTAGE OF INCOME ALLOCATED TO REPAYMENT 


By User FAMILIES 


Percentage 
of user 
families 


Median monthly 
repayments 


"Median 
duration of 
credit (months) 


Median percentage of 
income allocated to 
repayment 


$,200- 4,699 
4,700- 6,199 
6,200— 8,199 
8,200 and over 
Unknown 


All users 


Number of families 136 


monthly repayment generally rose with in- 
creases in income, but the duration of credit 
was fairly constant as incomes increased, ex- 
cept for the lowest income class. On the 
average, installment debts contracted dur- 
ing 1953 were 50 per cent repaid on January 
1, 1954- 

The percentage of income allocated to 
installment credit repayment fell as in- 
come rose with the exception of the highest 
income class. Approximately one fourth of 


the user families had 20 per cent or more 
of their incomes allocated to installment 
credit repayment during 1953; the median 
percentage thus allocated was g per cent.4 


Knowledge of Carrying Charges and 
Interest Rates 


Respondents in families who had been 
repaying installment credit during 1953 
were asked if they knew the amount of the 
carrying charge anc the interest rate on the 
most recent installment purchase and/or the 
most recent loan and, if so, to give the 
amount.’ If a family member other than 


*The national average was 14.5 per cent in the 
1954 Survey of Consumer Finances. 

* In the opinion of the author, the carrying charges 
can be converted to a rate of interest paid for the 
credit and vice versa. For example, if the carrying 
charge is $24 on a $200 purchase to be repaid in a 
single installment at the end of 12 months, the rate 
of simple interest is 12 per cent per annum. If, how- 
ever, the $224 is to be repaid in 12 equal install- 
ments during the year, the approximate rate of 
simple interest is 24 per cent per annum. 


the respondent arranged the credit transac- 
tions, that member was contacted. The re- 
plies received were checked against infor- 
mation on charges made by the major 
lenders and department and appliance 
stores in the twin cities. If the amounts 
given were unreasonable relative to the 
amount and duration of credit, the family 
was not given credit for knowledge of the 
charge. 

Although respondents readily answered 
questions relating to amounts of credit con- 
tracted, approximately two thirds of the 
users of installment credit did not know the 
amount of the carrying charge or interest 
rate on their most recent installment pur- 
chase. An even smaller percentage of the 
families (24 per cent) who borrowed cash 
knew the carrying charges on the most re- 
cent loan, but almost one half were aware 
of the interest rates paid on the most re- 
cent cash loan.*® 

A higher percentage of families in the 
lower income classes knew the carrying 
charges than families in the upper income 
groups. The opposite was true for knowl- 
edge of interest rates. However, no correla- 
tion was apparent between number of years 
married and knowledge of carrying charges 
or interest rates, or between occupation and 
these factors. 

One would expect, a priori, the existence 
of a direct correlation between the amount 
of credit extended and knowledge of charges 


*Only 20 families reported borrowing cash. 


$  0-$1,699 7 $24 23 
1,700- 3.199 23 23 18 12 
24 30 18 8 
23 35 18 7 
i 35 20 6 
9 57 17 7 
4 28 24 
“100 $33 18 
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and interest rates. A test of this hypothesis 
revealed that, contrary to expectations, a 
statistically significant inverse correlation 
(at the .o5, probability level) existed between 
credit extended and knowledge of carrying 
charges. Forty-eight per cent of borrowers of 
amounts less than $200 knew the carrying 
charges, whereas 36 per cent of borrowers of 
$200 to $499 and only 18 per cent of those 
who borrowed more than $500 knew the 
charges on the most recent credit extended. 
There was, however, no significant differ- 
ence in knowledge of interest rates by 
amounts of credit extended. 

It is not surprising that families are un- 
aware of carrying charges or interest rates. 
Carrying charges are seldom quoted sepa- 
rately, and interest rates are not usually 
quoted in terms of simple interest per an- 
num. When carrying charges are ascer- 
tained, a good deal of effort is required to 
convert them into rates of simple interest. 
However, if the assumption is made that 
families are paying, on the average, 12 per 
cent per annum on installment credit’— 
which is probably an understatement of the 
average rate—and if g per cent of family in- 
come is used to repay installment debt, then 
the cost of this service to user families is 
between 1 and 2 per cent of family income, 
on the average. This cost would be higher 
for families at the lowest end of the income 
scale and lower for upper income families. 
Although the 12-per cent rate paid for in- 
stallment credit seems high relative to rates 
for home and business borrowing, families 
may not regard 1 or 2 per cent of income as 
too high a cost for immediate possession and 
use of goods. 


Conclusions 


Many of the conclusions of this case study 
are substantiated by the larger 7954 Survey 


" This is the estimate used by Clyde W. Phelps in 
Financing the Installment Purchases of the Ameri- 
can Family, Studies in Consumer Credit No. 4 (Balti- 
more: Commercial Credit Company, 1954), Pp. 42, 
based largely on automobile finance rates. Consumer 
Reports economists estimate the rate at 20 per 
cent; see Consumer Reports (Mount Vernon, N. Y.: 
Consumers Union of the U.S. Inc.), January 1955, 


Pp- 42. 


of Consumer Finances, both of which were 
undertaken at the same time, Other aspects 
of the study would have to be tested on 
larger, more representative samples betore 
they could be applicable to nonfarm fami- 
lies in general. However, if the results of 
this study are valid generally, several tenta- 
tive conclusions regarding consumer atti- 
tudes and behavior in relation to install- 
ment credit can be advanced. 


1. Installment credit has become widely ac- 
cepted by American families. 

2. Families appear to be less concerned with 
the costs of installment credit than with 
their ability to meet the required 
monthly payments. 

3. There is a considerable lack of knowl- 
edge among families of carrying charges 
and interest rates. This fact has impor- 
tant ramifications with respect to the 
functioning of competition in the held of 
installment credit and with respect to 
policies designed to stabilize the econ- 
omy through variation of charges for in- 
stallment credit. Perfect competition for 
installment credit cannot function with 
such imperfect knowledge of existing 
rates on the part of consumers. It would 
appear also that control of the volume of 
installment credit, if this is deemed nec- 
essary at some period to facilitate stabil- 
ity within the economy, should be car- 
ried out through control of the size of 
the down payment and the duration 
of the repayment period rather than 
through a policy of increased rates or 
carrying charges. 

4- Families in the lowest income groups are 
more likely to know the amounts of 
carrying charges than are higher income 
families; the opposite tendency is found 
regarding knowledge of interest rates. 

. An inverse correlation appears to exist 
between the amount of credit extended 
and knowledge of carrying charges, 

6. Families are willing to commit a substan- 
tial percentage of their incomes for con- 
siderable periods in the future in order 
to repay installment credit commitments. 

. The highest incidence of installment 


~I 
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credit use is among families married 4 to 
15, years with children and by families in 
the middle-income groups. 


JeAN MANN Due 
Champaign, IIL. 


The writer would like to express her appreciation 
to the Bureau of Economic and Business Research of 
the University of Illinois for a grant which facili- 
tated this study. She would like particularly to 
thank Professors John F. Due and Robert Ferber for 
many helpful suggestions. 


WHAT IS THE MARKETING MARGIN 
FOR AGRICULTURAL PRODUCTS? 


N spite of the fact that farmers’ incomes 

have declined in the past several years, 
retail prices of agricultural products have 
shown little tendency to follow suit. It has 
been customary to lay the blame for this 
situation on increased costs of marketing 
and, generally, to blame middlemen for the 
high cost of living. Criticisms of this type 
come from high places. For example, Sec- 
retary of Agriculture Benson, in the fore- 
word to the 1954 Yearbook of Agriculture, 
calls attention to the conclusion drawn 
from United States Department of Agricul- 
ture studies, that since World War IIL mar- 
keting has become 


.. much more 
costly.”"! Studies made by the Bureau of Ag- 
ricultural Economics indicate that the 


“marketing margin” for agricultural prod- 
ucts takes, on the average, 45, per cent of the 
consumer's dollar.* Statements such as these, 
appearing in official publications, are ac- 
cepted by the public at large and are widely 
quoted in popular periodicals. The conclu- 
sion often drawn, unfortunately, is that 
there is considerable “waste in distribu- 
tion.” 

Since the Department of Agriculture 
studies of “marketing margins” are used as 
evidence of the high costs of marketing, 
even in Congressional hearings, it behooves 
every student and practitioner in the field of 
marketing to examine these studies care- 
fully. Such an examination reveals that the 


' Marketing: Yearbook of Agriculture, 1954, U. S. 
Department of Agriculture (Washington: Govern- 
ment Printing Office, 1955), p. vii. 

The Farmer's Share of the Consumer's Food Dol- 
lar, U. 8. Department of Agriculture Leaflet No. 
123, 1954, Pp. §- The statement is based on data for 
the year 1953. 


cost of marketing has been grossly and un- 
fairly overstated for the simple reason that 
the studies are based on an incorrect con- 
cept of marketing. The costs ascribed to 
marketing in these studies are, as a matter 
of fact, a combination of marketing and 
manufacturing Costs. 

‘The “marketing margin” as computed by 
the USDA is equal to the difference between 
the average price paid by consumers for a 
finished product with an agricultural raw 
material base and “. . . payment received 
by farmers for equivalent quantities of the 
(raw material) product. . . .”’ Thus, for ex- 
ample, “. . . the farm-retail price spread 
and farmer's share for white flour is based 
on a comparison of the average retail price 
paid by consumers for a 5-pound package 
of flour with the average price received by 
farmers for an equivalent quantity of wheat 
—about 7.04 pounds.”* This is clearly a 
comparison of incomparables; it ignores 
the fact that the product has changed in 
form as well as in time, place, and posses- 
sion. Moreover, the error becomes com- 
pounded with products like cotton, which 
pass through several processing operations 
between farmers and consumers. A compari- 
son of flour with wheat, or of apparel prod- 
ucts with cotton, is no more valid than a 
comparison of iron ore with automobiles. 
Such a treatment is in violation of sound 
statistical procedure as well as of common 
sense. More important, it encourages and 
gives circulation to incorrect definitions of 
marketing and of marketing costs which are 
extended to include all manufacturing and 
processing costs. 


* Yearbook of Agriculture, op. cit., p. 16. 
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It is on this concept of marketing, which 
comprises all manufacturing and processing 
operations as well as those of marketing 
proper, that the USDA bases its estimate of 
a 45-per cent “marketing margin” and a 
total “marketing bill” of 50 billion dollars 
for agricultural marketing. Marketing is ex- 
plicitly defined in the Yearbook of Agricul- 
ture as including “. storing, transport- 
ing, and delivery... It 
should be evident even to the casual student 
of marketing that it is incorrect to include 
manufacturing and processing as parts of the 
marketing process. Economists long ago di- 
vided the concept of “production” into pro- 
duction in the narrow sense which creates 
form utilities and marketing, which cre- 
ates time, place, and possession utilities. 
Form-utility production includes, of course, 
agriculture, mining, and the like as well as 
manufacturing. Clearly, to include in mar- 
keting the manufacturing or processing of 
agricultural products—such as flour milling 
and bread baking, meat packing, leather 
tanning, and shoe manufacturing —contra- 
dicts accepted economic analysis and con- 
fuses the issue. It would be no more inaccu- 
rate to compute 4 “marketing margin” for 
iron ore that would include in the margin 
all costs of producing steel, automobiles, 
and other iron and steel products from the 
original ore. 

As a result of the incorrect concept of 
marketing employed by the Department of 
Agriculture, the cost of marketing has been 
grossly exaggerated. By including manu- 
facturing costs in the margin for grains, as 
an example, a total margin of 87 per cent 
(of retail prices) is allocated to marketing.® 
It this margin is recomputed on the basis of 
a correct definition of marketing, it shrinks 
to 34.7 per cent. The great difference be- 
tween these two figures, of course, is the re- 
sult of the fact that grain products often 
undergo several processing operations be- 
tween farm and consumption. The same is 


proc essing, 


*Ibid., p. 4. Italics supplied. 

* Marketing Margins and Costs for Grains, Grain 
Products, and Dry Edible Beans, Bureau of Agri- 
cultural Economics, Technical Bulletin 994 (Wash- 
ington: Government Printing Office, August, 1947), 
p- 


true for textile products; for cotton, the 
USDA marketing margin is 86.7 per cent as 
against 41.7 per cent when properly com- 
puted. For farm food products, taken as a 
whole, the “marketing margin” including 
processing and manufacturing was esti 
mated at 62.2 per cent for the year 1939. Of 
this, however, 21.3 per cent represented the 
cost of processing, so that the marketing 
margin, properly defined, was only 40.9 per 
cent.® 

‘The stated purpose of the Department of 
Agriculture studies is to discover and “pin- 
point” inethciencies in marketing, so as .to 
facilitate reductions in its cost.’ In view of 
this purpose, it would seem desirable to dis- 
continue the inclusion of manufacturing 
and processing costs in the marketing mar- 
gins for agricultural products. Much of the 
alleged increase in marketing costs since 
World War II has been the result of devel- 
opments in the field of processing; increased 
wages in processing industries and the trend 
toward commercial preparation of foods are 
cited by the USDA as important factors in 
the cost trend. It is absurd to suggest that 
improved marketing efficiency could con- 
tribute to any reduction in costs such as 
these because they are not the result of mar- 
keting activities at all. 

A further comment on the USDA mar- 
keting margins can be made on the basis 
of the inclusion of transportation costs. 
These costs are properly called marketing 
costs, but, if the objective of the studies is 
to promote marketing efficiency, it hardly 
seems pertinent to include costs over which 
marketing agencies have so little control. 
‘Transportation rates, under government 
control, have increased considerably since 
World War II; as noted in one of the USDA 
studies, railroad freight rates for agricul- 
tural Commodities rose 65, per cent between 
1945 and 1953. Again, improved marketing 
ethciency can have little effect on these costs, 
and they should therefore be computed and 


* Richard O. Been, Price Spreads Between Farmers 
and Consumers, Bureau of Agricultural Economics, 
Agricultural Information Bulletin No. 4 (Washing- 
ton, November, 1949), p. 17- 

* The Farmer's Share of the Consumer's Food Dol- 
lar, p. 7- 
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presented separately rather than as an in- 
tegral and inseparable part of the market- 
ing margin. 

‘The importance of correcting the con- 
cepts and terminology employed by the De- 
partment of Agriculture arises from the fact 
that their studies are given wide circulation 
and are quoted extensively in newspapers 
and magazines. This tends to create an un- 
favorable public opinion toward marketing 
and should therefore be of concern to all 
those engaged in marketing work. The pres- 
ent article is not, of course, the first attempt 
to correct the error. A recent edition of one 
marketing textbook, for example, calls at- 
tention to the fact that “. . . the use of the 
term ‘marketing margins’ . . . is very mis- 
leading and tends to give a distorted picture 
of marketing costs for the cormmodities in- 
cluded.”* ‘The error persists nevertheless as 

* Hi. H. Maynard and T. N. Beckman, Principles 


of Marketing, 5th Edition (New York: The Ronald 
Press, 1952), p. 704. 


evidenced by the treatment in the afore- 
mentioned Yearbook of Agriculture for 
1954 and in other current publications of 
the USDA. 

Experience indicates that unfavorable 
public and official attitudes toward market- 
ing can be extremely dangerous. Legislation 
is often based on the testimony and opinions 
of officials from executive departments. It 
would be unfortunate indeed if any regula- 
tion of agricultural marketing were ever 
undertaken on the basis of such misleading 
data as the “marketing margins” studies. For 
this very practical reason alone as well as in 
the interest of truth—to the search of which 
all students of marketing are dedicated—it is 
essential that the current use of the term 
“marketing margin” be stopped and the in- 
dicated corrections made. 

‘THeopore N. BeckKMAN 
Rosert D. Buzzer 
The Ohio State University 


MEMOMOTION STUDY AS A METHOD OF 
MEASURING CONSUMER BEHAVIOR 


$ more consumers buy milk from grocery 
A stores, dairies have become interested 
in the factors which determine the brand of 
milk which the consumer buys in the store. 
In most stores, the milk display is located in 
such a manner that there is a definite di- 
rectional flow of traffic by the display. Some 
dairies feel that the position their product 
occupies in the refrigerator case is of major 
importance. Others believe that brand is 
the major factor influencing consumer 
choice regardless of display position. The 
purpose of the study, in which the method 
to be discussed here was used, was to de- 
termine the relative importance of location 
and brand in influencing consumer pur- 
chases of milk. 


* The actual results of the study are found in an 
M.S. thesis, “Location vs. Brand Preference in Super- 
market Milk Purchases,” by Norman Alberts, Janu- 


Several alternative methods of obtaining 
data for answering a question of this na- 
ture have been used by marketing people. 
These methods include: (1) questionnaires— 
handled either by personal interview, by 
mail, or by some arrangement of contacting 
the consumer at the time and place of pur- 
chase; (2) some variation of the consumer 
panel; () the analysis of store purchase rec- 
ords—probably in connection with some sort 
of experimentally controlled displays; or 
(4) the use of the home inventory. All of 
these methods have been used in analyzing 
consumer acceptance and preference with 
varying degrees of success. -All have advan- 
tages as well as outstanding weaknesses. In 


ary, 1955, and will also be reported in a forthcoming 
bulletin of the Purdue University Agriculture Ex- 
periment Station. Mr. Alberts’ thesis is available on 
loan from the Purdue University library. 
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attacking this problem, the researchers de- 
cided to experiment with a different ap- 
proach, which used the motion-picture cam- 
era as the mechanism for observation and 
securing data. 


Memomotion 


‘The technique of memomotion involves 
a special, low-cost form of motion-picture 
photography in which pictures are taken at 
a slow rate of speed. This method was de- 
veloped in the Motion and Time Study 
Laboratory of Purdue University. It has had 
some acceptance in the field of industrial 
engineering for job analysis, time and mo- 
tion study, and also in experimental psy- 
chology.? To the authors’ knowledge, how- 
ever, this technique had not been used in 
marketing research prior to this study. 

In this photographic technique, exposure 
is slowed down so that each picture frame 
represents one second of activity. Thus, an 
analysis of each individual frame is possible. 
Also, costs are held to a minimum since 
4,000 frames are secured for each 100 feet 
of film. Each roll of film if run continuously 
would, therefore, cover about one hour and 
seven minutes of activity. 

In order to study the actions of super- 
market customers during their purchases of 
milk, an aluminum box was built around 
the memomotion camera and attached to 
the back of a nearby meat display case. ‘The 
camera was located 4 feet above and 18 feet 
away from the milk display. Its field of vi- 
sion covered the entire display area. Thus 
arranged, the operation of the camera did 
not attract attention at any time during the 
study. ‘To conserve film, the experimenter 
turned on the camera only when someone 
entered the aisle where the milk display was 
located. He would then walk away in order 
not to attract attention. Under these cir- 
cumstances, one roll of film was used during 
the light-traffic days of the weck and three 
rolls on the busiest days. During the study, 
only three purchases were missed and those 


* For a detailed explanation of the technique and 
equipment, see M. E. Mundel, Motion and Time 
Study (New York: Prentice-Hall, Inc., 1950), Chap- 
ter 2. 


occurred while the camera was being serv- 
iced. 

The location of the different brands in 
the display was changed trom time to time 
according to a prearranged experimental de- 
sign. Observations were obtained through- 
out the day for the 12 business days of a two- 
week period. 

‘The films were analyzed on a special pro- 
jector which permitted the controlled view- 
ing of each individual picture-frame. For 
many of the frames, no one was present at 
the display counter, and this simplified the 
analysis considerably. In this particular 
study it took far more than one second (and, 
therefore, more than one film-frame) for 
the customer to reach, grasp, and withdraw 
the container of milk from the display 
case. Therefore, the sex of customer, type of 
purchase, and its location in the display 
case were Clearly evident. 

In the initial planning of the study, it 
was thought that only quantitive data for 
customers and volume of purchase could be 
secured, However, the clarity of the pictures 
encouraged the use of other types of data as 
follows: 


(1) Sex of the customer. 

(2) Approximate age. This was done by di- 
viding the observations into children, 
young adults, and old adults. The mid- 
dle-aged group of approximately 36 
through 45 years was excluded because 
of the inability of the experimenter to 
differentiate in this age bracket. It 
seems likely, however, that further ex- 
perimentation in this area could un- 
prove upon this differentiation, 

(3) Quantity and type of dairy product pur- 
chased. 

(4) Day of the week. 

(5) Hour of the day. 


The analysis of the data indicated that lo- 
cation in the display case did have a signifi- 
cant over-all effect. Ninety per cent of the 
total volume and 84 per cent of all pur- 
chases were influenced by brand preference. 
However, when a brand was in first position 
at the front of the case, it gained 10 per cent 
of the total volume and 15, per cent of all 


170 


THE JOURNAL OF MARKETING 


the purchases. In addition, it was concluded 
that women were significantly influenced by 
the location of the milk in the display case 
while the men were not. Men had more 
brand preference than women. In general, 
age was not a significant factor for men and 
women taken together in judging their 
brand preference. However, older women 
showed more brand preference than younger 
women. There were no differences between 
hours of the day or days of the week with 
respect to the influence of brand and loca- 
tion. 

Based upon the results of this work, the 
motion-picture technique appeared to have 
the following advantages: 


1. A permanent record is provided. Such a 
record provides a check on the reliability 
of the observation and reduces the possi- 
bility of observer or interviewer bias. 
Also, the films can be analyzed any num- 
ber of times. 

‘The camera is on the job all of the time. 
Therefore, it can record all of the ac- 
tivity involved. 

. Customers are not influenced by any dis- 
turbing element during the time of the 
study. When interviewers are used at the 
place of purchase, a foreign element is 
introduced into the customer situation. 
‘This is not true with the hidden camera. 
‘The customers’ activities are recorded as 
they occur under actual conditions. 

. Through observation of the recorded act, 
the experimenter knows what the person 
actually does. 

If the camera is available at low cost, this 
method provides a less expensive method 
of obtaining mass data than does the use 
of interviewers and observers. During the 
two-week period, observations on about 
7oo individual customers purchasing 
1,000 dairy product packages were ob- 


tained. Under such circumstances, the 
one in charge not only can keep the 
photographic equipment in running or- 
der but also can be sure that the design 
of the experiment is accurate at all times. 
In addition, he is free to get fully ac- 
quainted with the details of the situation 
so that additional information can be 
picked up which otherwise might go un- 
noticed. 


Like other techniques, this method also 
has its limitations. The camera records only 
what actually did happen. It can give no in- 
sight as to why the action occurred. It is a 
technique for obtaining data, not a substi- 
tute for intelligent problem formulation 
and solution. 

The use of this technique also requires 
some training and familiarity in the analy- 
sis of the films. But, as was pointed out— 
since the film is a permanent record—this 
experience can be gained over time without 
disturbing the accuracy of the data. 

It would appear that the use of the mo- 
tion picture might be a valuable tool in 
many marketing studies in which it is de- 
sired to get concrete evidence of what is 
occurring in the actual business situation. 
It also might be used to study consumer ac- 
tions. Was the purchase accomplished after 
much delay, looking around, and delibera- 
tion? Or was it accomplished quickly, forth- 
rightly, and with decision? Answers to these 
questions might be useful in determining 
consumer response to point-of-sale adver- 
tising techniques and the nature of impulse 
buying. In any case, memomotion definitely 
is one alternative technique which should 
be considered in attacking many marketing 
problems. 

J. W. Hicks 
R. L. Konus 
Purdue University 
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N the numerous studies of retail margins 
for perishables, many patterns of vari- 
ation have been observed.' Certain patterns 
of variation have been observed sufficiently 
often to suggest basic forces at work. It has 
been observed that during periods of low 
wholesale prices the dollar-and-cent retail 
margin on many perishable items is less than 
in periods when wholesale prices are high. 
On the other hand, the percentage retail 
margin is higher when wholesale prices are 
low than when wholesale prices are high.* 
In other words, retailers in the aggregate ap- 
parently use pricing practices that result in 
margins somewhere between a constant dol- 
lar markup and a constant percentage 
markup. This is a description of the result 
of pricing practices but not an explanation. 
An example of such variation in margins 
was observed during the 1953 calendar year 
in the marketing of potatoes. During the 
spring of 1953, toward the end of the stor- 
age season for the 1952 crop, the most usual 
price for Pennsylvania potatoes in Pennsyl- 
vania retail stores was gg cents per peck. At 
the same time, the price received by growers 
through the Pennsylvania Cooperative Po- 
tato Growers Association was 75 cents per 
peck delivered to stores. Thus, the absolute 


* As used in this article, retail marketing margins 
represent the difference between the wholesale price 
paid for a good by retailers and the retail price paid 
for the same good by consumers. Margins can be 
measured in absolute terms in dollars and cents or 
as percentages of either the retail or wholesale price. 
When expressed in percentage terms in this article, 
they are measured as percentages of the retail price. 

* For statistical evidence, see: Richard O. Been, 
Price Spreads Between Farmers 
Agricultural Information Bulletin No. 4, USDA- 
BAE, November, 1949; W. A. Lee, Marketing Mar- 
gins for Selected Fresh Fruits and Vegetables Sold 
in Pittsburgh, July 1950 January, Provress 
Report No. #7, The Pennsylvania State College, 
Agricultural Experiment Station, September, 1952; 
and W. A. Hiller, Marketing Margins: A Descrip 
tion of Trends and an Analysis of Short-Run Rela- 
tionships to Retail Price, 10 Food Products, United 
States, 1922-50, unpublished Master's Thesis, 1952, 
The Pennsylvania State University. 


and Consumers, 


1941, 


PROFIT MAXIMIZATION AND MARGINS IN 
THE RETAILING OF PERISHABLES 


retail margin was 24 cents per peck, while 
the percentage margin was approximately 
24 per cent during this period of high 
wholesale prices. In the fall of 1953, after 
the harvesting of the 1953 crop, the most 
usual price for Pennsylvania potatoes in the 
same stores was 49g cents per peck, and 
farmers were receiving 35 cents per peck. 
At this low level of wholesale prices, the 
absolute margin was 14 cents per peck, while 
the percentage margin was approximately 
28 per cent. 

One reasonable explanation of such vari- 
ation is that businessmen alter their mar- 
gins in an attempt to increase profits. This 
would imply that the characteristics of the 
cost and revenue functions were important 
determinants of margins. It seemed appro- 
priate to suppose that the wholesale price 
was the most important variable cost and 
that any one retailer could buy all of the 
product he wished to handle at the same 
wholesale price.* If raising the absolute 
margin—when the wholesale price increases 
—improves the profit position of the firm, 
then physical sales volume must vary less for 
a given price change in the high range of re- 
tail prices than in the low range of retail 
prices. Similarly, if reducing the relative 
margin—when the wholesale price increases 

improves the profit position of the firm, 
then the relative response (that is, percent- 
age change in quantity divided by percent- 
age change in price) for a given price change 
must be greater in the high retail price 
range than in the low.* These are character- 


* This view was confirmed in interviews with re 
tail produce merchandisers. Monopsonistic elements 
might exist occasionally for chain stores in the factor 
market, but evidence of this was not suffiient to 
justify the assumption of a positively sloping mar- 
ginal cost curve for the factors 

* These relationships were derived from the as- 
sumptions that wholesale price equals marginal cost, 
marginal cost equals marginal revenue (profit maxi- 
mization), and marginal revenue equals price multi- 
plied by one minus the reciprocal of the absolute 
measure of elasticity of demand. Thus, the retail 
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istics of consumer reaction on which retail- 
ers have opinions. 

‘Thus it was felt that retailers’ opinions of 
the reaction of their customers to price 
changes could be predicted on the basis of 
their margin practice and vice versa, pro- 
vided the retailer tried to maximize profits. 
‘This does not mean that retailers will maxi- 
mize profits even though they try. Retailers 
as well as economists have difficulties in 
measuring consumer reaction to price 
changes. We are not concerned here with 
the accuracy of retailers’ opinions of con- 
sumer reaction but with the logical con- 
sistency between these opinions and result- 
ant margins. 

Interviews were conducted with retail 
produce merchandisers. “hese business- 
men were asked to explain the variation of 
their margins on potatoes from the spring 
to the fall of 1953. 

‘The first businessman interviewed was 
the produce manager of a branch of a large, 
national, chain-store organization. When 
asked about the nature of variation in mar- 


price minus the wholesale price (the margin) is 
equal to an algebraic complex that reduces to the 
retail price divided by the elasticity measure. It 
follows that if the firm maximizes profits by having 
a high absolute margin when retail prices are high 
and a low absolute margin when retail prices are low, 
the elasticity at the high price must be less than the 
product of the low price’s elasticity and the ratio of 
the high price over the low one, This reduces to the 
proposition concerning the reaction of sales volume 
to price presented above. 

The proposition regarding the relative margins 
was derived by a similar process. If the absolute 
margins are equal to the retail price divided by the 
elasticity, the relative margins will equal the re- 
ciprocal of the absolute measure of elasticity. There- 
fore, if maximization of profits is served by lower- 
ing the relative margin as the wholesale price rises, 
it implies that the elasticity of demand at high 
retail prices is greater than at low retail prices. 

Throughout this analysis it is assumed that the 
change in the wholesale price came about as a re- 
sult of a shift in supply rather than a shift in 
demand. 

* Those interviewed intensively were the district 
produce merchandisers (and their assistants) of two 
national chains, the manager of a large chain super- 
market, the produce manager of another large super- 
market, and the owner of a small independent 
grocery. 


gins on potatoes from the spring to the fall 
of 1953, he confirmed that the margins for 
his branch were similar to those described 
above. That is, the absolute retail margin 
was larger during the period of high whole- 
sale prices in the spring of 1953 than during 
the period of low wholesale prices in the 
fall of 1953. The percentage margins were 
the reverse. 

When asked why he took a smaller abso- 
lute margin during periods of low whole- 
sale prices, he explained that when prices 
are low consumers can be impressed by price 
features and will respond greatly to further 
reductions in price. The use of psychologi- 
cal pricing—particularly the practice of 
pricing on nines in the produce industry— 
accentuates this situation. For example, if a 
price of 29 cents per unit would provide a 
reasonable retail margin, it would have to 
be lowered to 25 cents or even 19 cents to 
make a good price feature. 

On the other hand—this businessman ar- 
gued—when prices are high, it is difficult to 
create the impression of a good price fea- 
ture. Since competitors would not feature 
the commodity under such circumstances, 
there would be little pressure to cut prices, 
and a higher dollar-and-cent margin would 
be taken. However, he also pointed out 
certain limitations resulting from the need 
to give consideration to long-run public re- 
lations. High food prices are likely to antag- 
onize consumers. A retailer would be in a 
vulnerable position if it were to become 
known that his percentage margin was 
higher than usual during periods of high 
prices. Consequently, while he may be in a 
position to take a higher dollar-and-cent 
margin during periods of high prices, he 
would not risk carrying this to the point 
where it resulted in a percentage margin as 
high or higher than during periods of low 
prices. 

With one exception, the businessmen in- 
terviewed experienced a pattern of margin 
variation similar to that described above. 
The reasons given, for all the businessmen 
except one, were also similar to those de- 
scribed above. Without exception, all re- 
tailers concluded that the most important 
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considerations in setting prices were (1) 
the level of the wholesale price and (2) 
the way they believed their customers would 
react to changes in the retail price. 

The one exception to the margin pattern 
described above was the owner of a small in- 
dependent grocery located in a suburban 
village three miles distant from a larger re- 
tail center. This retailer indicated that, in 
general, his absolute retail margin was 
larger at low wholesale prices than at high 
wholesale prices. This being the case, his 
percentage margin at low wholesale prices 
was also larger than his percentage margin 
at high wholesale prices. For this margin 
practice to be consistent with profit max- 
imization, consumers would need to be 
more responsive to price changes when 
prices are high than when prices are low. 

‘The explanations offered by this retailer 
for his margip practice indicated that he be- 
lieved this td be the case. He felt that when 
prices are high, his customers are concerned 
about the high price of food and would re- 
spond to lower prices if they exist in other 
stores, particularly in the chain stores lo- 
cated in the shopping center three miles 
distant. Thus, he felt that consumers would 
respond unfavorably to further price in- 
creases when wholesale prices are high, and 


—since his wholesale cost is higher than the 
cost to chain stores—he felt it was necessary 
to squeeze his margins during periods of 
high prices. 

On the other hand, when prices are low, 
he felt that customers would not be sensitive 
to price differences between his store and 
the chain stores in town and would still 
patronize his store because of the conven- 
ience element. During this period, he could 
obtain the margins necessary to cover costs. 
Furthermore, since his potential market is 
small, he did not feel that he could gain 
much by lowering prices still further when 
prices were low. 

In summary, this investigation appears to 
indicate that profit maximization is an im- 
portant factor in the pricing decisions of re- 
tailers of some perishable products. For the 
small sample involved, it was possible to ap- 
proximate the businessman's description of 
his customer's reactions to price changes on 
the basis of his margin practice and the 
assumption of profit maximization. In this 
case, the revenue and cost concepts of eco- 
nomic analysis proved to be useful tools in 
the study of margins. 

W. A. Lee 
L. E. FourRAKER 


The Pennsylvania State University 


THE ANALYTICAL PROBLEM APPROACH ‘TO 
MARKETING 


ARKETING men have argued for many 
M years over the institutional approach, 
the functional approach, and the commod- 
ity approach to marketing. I should like to 
make a clean break with this controversy, 
and offer what I believe is a new approach 
to the problem. 


Characteristics of the Institutional 
Approach 

The traditional institutional approach 
was analogous to the early classificatory 
work of the botanist, which classified plants 


according to their physical characteristics. 

The institutional approach describes and 
attempts to classify the marketing “institu- 
tions’’—that is, the “. . . cluster of social 
usages. (Ihe term) connotes a way of 
thought or action of some prevalence and 
permanence, which is embedded in the 
habits of a group or the customs of a peo- 
ple.”? 

Thus, strictly speaking, the institutional 
approach should deal with the activities of 


*Encyclopedia of the Social Sciences, “Institu- 
tions,” Vol. 8, p. 84, 1992. 
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the people in the trade. In practice, it deals 
‘more with the people who perform the ac- 
tivities and with the “institutions” in an- 
other sense of the term, such as the Chicago 
Board of ‘Trade. 

‘The institutional approach describes, for 
example, brokers, commission men, and 
merchants, defining each class and distin- 
guishing it from the others. It describes and 
classifies local markets and central markets. 
It may include complicated flow charts that 
are vaguely reminiscent of plumbing dia- 
grams for a processing plant, with pipes of 
various sizes, and cross-flows, and back-flows 
here and there to keep the system in order. 

This is analogous to telling us that an 
automobile has four wheels with rubber 
tires, an engine that is becoming pretty well 
institutionalized as to the number of cylin- 
ders (6 or 8), a windshield, etc. It tells us 
what the machine is like, and, if we have 
never encountered an automobile before, we 
find this information useful. It tells us what 
the different parts of the automobile are, 
but it doesn't tell us much about what they 
do. ‘This approach is only a preliminary step 
toward the study of marketing. 


Characteristics of the Functional Approach 

The functional approach in marketing 
takes the next step. It describes what the 
marketing machine does. It is analogous 
to the work of the physiologist. It shows why 
the different parts of the machine are there, 
and what they are there for. It describes the 
different activities of these parts according 
to the “functions” they perform. 

These functions were first conceived as 
“functions of middlemen.”? But, presently, 
it became clear that they were really ‘‘func- 
tions of marketing” rather than functions 
of middlemen, since they “. . . have to be 
performed in getting goods from producer 
to consumer regardless of who performs 
them.’® This idea was valid, but it resulted 


7A. W. Shaw, “Some Problems in Market Distri- 
bution,” Quarterly Journal of Economics, 26:703-65, 
August, 1912. 

*F. E. Clark and L. D. H. Weld, Marketing Agri- 
cultural Products in the United States, Macmillan, 
1933, P- 23- 


in the word “functions” being used where 
it did not quite fit and where its meaning 
was not quite clear. 

‘These functions of marketing have been 
variously conceived by authors in the field. 
No agreement was reached comparable to 
the agreement reached by botanists on the 
Linnaean system of classification in botany. 
H. C. Taylor‘ listed as functions: grading, 
packing, assembling, processing, selling, 
transporting, storing and warehousing, fi- 
nancing and risk-taking, and dispersing. 
Clark and Weld disagreed with this list. “To 
the authors . . . it seems that processing is 
really manufacture and so not marketing at 
all; finance and risk-taking are really sep- 
arate functions. Dispersing is a marketing 
process involving all of the marketing func- 
tions and, if narrowed in its meaning, dis- 
persing is primarily assembly looked at from 
the selling rather than the buying point of 
view. Another possible function, market 
news, could be included, but this seems 
rather an essential element in selling and 
buying.”® Clark and Weld held that mar- 
keting consisted of three major processes— 
concentration, equalization, and dispersion 
~—and seven marketing functions: 


1. Assembling 

2. Storing 

3. Financing 

4. Assumption of risks 
5. Standardization 

6. Selling 

7. Transportation 


They did not make clear what the dif- 
ference was between a process and a func- 
tion—between concentration, for example, 
(a process) and assembling (a function). 

A later author, Thomsen, does not use the 
term or concept of processes, but instead lists 
three main functions: (1) assembly, (2) 
processing (which Clark and Weld consid- 
ered to be not a function, nor even a part 
of marketing at all) and (3) dispersion 
(which Clark and Weld regarded as involv- 


*H.C. Taylor, Outlines of Agricultural Economics, 
Macmillan, 1931, Chap. 27. 

*Clark and Weld, Marketing Agricultural Prod- 
ucts in the United States, Macmillan, 1933, p. 23. 
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ing all of the marketing functions, or as 
assembly—surely a bewildering definition). 
Secondary services include packaging, grad- 
ing, demand creation, etc.® 

A still later author, Kohls, classifies all 
marketing activities into three major proc- 
esses, as Clark and Weld do and as Thom- 
sen does (though Thomsen calls them func- 
tions), but differs from them all in that he 
considers the major processes to be:? 


1. Assembly (which Clark and Weld re- 
garded as a function, not a process— 
whatever the difference is) 

2. Equalization (which Thomsen did not 
consider to be a process, nor a function, 
nor for that matter anything else, since 
he ignored the term completely and 
used the concept only as incidental to 
the secondary service of storage) 

Dispersion (which Clark and Weld re- 

garded as a process, but which Thom- 

sen regarded as a function—again, 
whatever the difference may be). 


He then gives, as shown below, what he 
alleges to be a fairly widely accepted classi- 
fication of functions. These functions had 
been presented earlier by Clark and Clark.* 


A. Exchange Functions 
1. Buying (assembling) 
2. Selling 
B. Physical Functions 
3. Storage 
4. Transportation 
C. Facilitating Functions 
5. Standardization 
6. Financing 
7. Risk-bearing 
8. Market information 


. 


Thus, each author has his own list of func- 
tions, different from any others. ‘This is 
confusing and unscientific. Even if a solid 


*F. L. Thomsen, Agricultural Marketing, McGraw- 
Hill, 1951, pp. 74. 77- 

™R. L. Kohls, Marketing of Agricultural Products, 
“Analyzing Marketing Problems,” Macmillan, New 
York, 1955, p. 18. 

*F. E. Clark and C, P. Clark, Principles of Market- 
ing (Third Edition), Macmillan, New York, 1942, p. 
14. 


basis for classification could be found, the 
whole approach is merely descriptive and 
classificatory. At the most, it shows only why 
marketing is needed. It does not show how 
to go to the root of marketing problems and 
work out solutions to them. 

Dissatisfaction with the present status 
of functional analysis is evidenced by the 
following statement recently distributed by 
the Committee on Definitions of the Ameri- 
can Marketing Association: 

“It is probably unfortunate that this term 
(marketing function) was ever developed. 
Under it students of marketing have sought 
to squeeze a heterogeneous and noncon- 
sistent group of activities. For example, the 
functions of assembling and dividing, if 
such functions exist, are performed through 
buying, selling, and transporting. Grading, 
standardization, and packaging are adjuncts 
of selling. Merchandising, when performed 
by the manufacturer, is partly a production 
and partly a manufacturing activity. Such 
functions as assembling, storage, and trans- 
porting are broad general economic func- 
tions, while selling and buying are essen- 
tially individual in character. All these dis- 
crete groups we attempt to crowd into one 
class and label marketing functions.”® 

“A marketing function, according to the 
Committee on Definitions, ‘is a major spe- 
cialized activity performed in marketing.’ 
Thus, it appears that marketing is simply a 
bundle of activities in the flow of goods, and 
a marketing function is any one of the big- 
ger activities in the bundle. One might 
readily draw the analogy of a wheel in a 
machine. The activity of the wheel consists, 
of course, in turning around and around. 
This, then, is its function; and the machine 
itself may be defined as a lot of wheels going 
around and around. Clearly, this describes 
the machine in a primitive sort of way, and 
it may conceivably be of aid in some types 
of analysis; but it is questionable that it 
leads to any profound understanding of the 
machine. Is it any wonder that the most 


* Reavis Cox and Wroe Alderson (editors), Theory 
in Marketing, Richard D. Irwin Inc., Chicago, 1950, 
p. 264 
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persistent criticism of marketing is that it is 
purely 


The Commodity Approach 


The institutional approach shows what 
the marketing machine is. The functional 
approach shows what the marketing ma- 
chine does—what the marketing jobs are. 
The commodity approach is not really an 
approach; it is simply the application of the 
institutional, the functional, or some other 
approach to one commodity after another. 

The shortcomings of the commodity “ap- 
proach” are fairly obvious. If it is applied 
only to one commodity, it gives only a par- 
tial treatment of the field of marketing—a 
treatment moreover that puts blinders on 
the student's eyes, leading him down one 
narrow commodity furrow and depriving 
him of the cross-fertilization that comes 
from studying marketing in a way that cuts 
across commodities. 

The instructor may attempt to avoid this 
difficulty by covering a considerable number 
of commodities. But in doing this, he jumps 
from the frying pan into the fire. It is 
repetitive and inefficient to go over the same 
ground a dozen times for a dozen commodi- 
ties if perhaps half of the ground is com- 
mon to all of them. The fundamental prob- 
lems involved in future trading, for exam- 
ple, are much the same for cotton as for 
wheat; there is no need to go over them 
twice. 

The chief shortcoming of the commodity 
“approach,” however, in actual use is that 
it is usually a dry, descriptive account of the 
channels of distribution, the different kinds 
of middlemen in the trade, the transporta- 
tion arrangements, etc., commodity by com- 
modity, without penetrating below the sur- 
face to the problems that underlie the super- 
ficial phenomena. 


The Analytical Problem Approach 

What I like to call the analytical problem 
approach is different from all the ap- 
proaches outlined above. It considers not 
what the jobs are nor who is doing them 


* Ibid, p. 266. 


but whether they are being done well and 
how they could be done better. The institu- 
tional approach is that of a morphologist; 
the functional approach that of a physiolo- 
gist; the analytical problem approach that 
of a geneticist, probing into the genetic con- 
stitution of plants and showing how to 
breed better ones. 

The analytical approach does not de- 
scribe and classify the function of demand 
creation, for example; rather, it breaks mar- 
keting problems down into their economic 
elements and measures demand in order to 
determine whether demand creation is 
needed in the first place or whether, instead, 
a change in the form or quantity of the good 
is needed to meet the demand—something 
that is not included in any list of functions. 

The analytical approach asks, not how 
many wheels does the automobile have nor 
what does the engine do, but how well does 
the automobile do its job, and how can it be 
redesigned to do its job better? Applied to 
marketing the analytical approach asks, not 
what the marketing agencies are nor what 
the marketing jobs or functions are, but 
how well are the underlying marketing jobs 
being done and how can they be done 
better?! 

The use of the word “better” here im- 
plies a criterion of excellence, a standard by 
which to judge better or worse. What type 
of standard for this purpose is appropriate 
in marketing, particularly agricultural mar- 
keting? 

When the numbers of producers and con- 
sumers are large enough for atomistic com- 
petition, the open competitive market ef- 
fectively regulates production and consump- 
tion and allocates productive resources so 
as to maximize welfare. Most farm products 
are produced and sold under conditions of 
atomistic competition; attempts to create 
monopolistic elements in the marketing of 
some farm products have been made but 


"It is encouraging to see that there has been some 
shift in the direction of this analytical problem- 
solving approach in some of the recent textbooks 
in general marketing. See, for example, R. Vaile, 
E. T. Grether, and R, Cox, Marketing in the Amer- 
ican Economy, Ronald, 1952. 
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without very marked success. In agricultural 
processing and distribution, the efficiencies 
of scale may be considerable, but in most 
cases the most efficient units are not large 
enough in size and small enough in number 
in relation to the market to create much in 
the way of monopoly. 

Accordingly, an appropriate criterion by 
which to measure performance in agricul- 
tural marketing is the concept of the perfect 
market under conditions of atomistic com- 
petition. The concept of the perfect mar- 
ket, where a uniform price prevails, can be 
extended in time, place, and form. The 
price then is uniform plus or minus storage 
costs (over time), transportation costs (over 
geographical space),!* and grade and other 
cost differentials in form. 

In our dynamic, continually changing 
market, performance can be measured by 
the accuracy with which the market ap- 
proaches perfection, reflecting changing 
conditions of demand and supply and get- 
ting the goods from producer to consumer 
at the minimum cost permitted by existing 
technology. 

This concept is useful in agricultural mar- 
keting research and teaching. It can be com- 


* For an application of the perfect market con- 
cept to geographical space, see James B. Hassler, 
“Pricing Efficiency in the Manufactured Dairy Prod- 
ucts Industry,” Hilgardia, 22:259, August 1953. The 
concept is developed more fully in my Marketing 
Farm Products: Economic Analysis, lowa State Col- 
lege Press, 1955, Chapter 2. 


bined with a simple breakdown of the field 
of agricultural marketing into three major 
parts, (1) consumer demands, (2) the price 
system that reflects those demands more or 
less accurately back to producers, and (§) 
getting the goods from producer to con- 
sumer at the lowest cost. Are consumers’ 
perferences for pork, for example (a matter 
of form), reflected accurately back to hog 
producers? According to the best data we 
can get, they are not. Does the “price sur- 
face” over a market area (a matter of place) 
correspond to the “cost-of-transportation 
surface?” In some cases, yes; in others, no, 
Do consumers and producers benefit from 
price stabilization (a matter of time)? Do 
milk orders help milk markets approach, or 
depart from, perfection (time, place, and 
form are all involved here)? Questions of 
this sort provide a useful starting point for 
research and a stimulating approach to 
teaching. 

The other approaches—the institutional, 
the functional, etc.—fit into ‘his problem- 
solving approach, at least in teaching. They 
fit into a mosaic pattern, but by themselves 
they are only bits of colored tile. It is the 
problem-solving mosaic pattern that gives 
the bits and pieces an over-all meaning and 
provides the research worker and the stu- 
dent with a sense of direction and an ave- 
nue of accomplishment. 

GEOFFREY SHEPHERD 
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tion) 
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1. ADVERTISING 


1.1 More for Your Money When You Repeat 
Ads. Patrick L. Dudensing, Printers’ Ink, 
May 13, 1955, pp. 50-2. [E.J-K.] 

A new study shows that repeated ads tend to 
get better readership on the second round than 
on the first. Using a control of 230 repeated ads 
running over a period of a year, it was found 
that the noted readership score averaged 14.7 
per cent on the first run; on the second run the 
same ads went to 14.8 per cent. The survey also 
indicated that advertisements don't get lost be- 
cause they are in issues heavy with advertising. 
Figures indicate that ads will be read by the 
same percentage of readers no matter what the 
competition. Also, ads running in the summer 
months got the same readership as ads running 
in January, February, and March. 


1.2 What Big Advertisers Spend in Unmeasured 
Advertising. Printers’ Ink, June 17, 1955, 
Pp. 25°27. 

A Printers’ Ink survey of the 255 largest spend- 
ing national advertisers reveals that these adver- 
tisers spent over $330 million in unmeasured ad- 
vertising. In 1954 this figure represents about 
go per cent of their total advertising budgets. 


4 

7 

44 

6 
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Included were expenditures for non-network 
radio, non-network I'V, point-of-purchase ad- 
vertising, direct mail, printed material, trans- 
portation advertising, outdoor films, premiums, 
house organs, exhibits, and novelties. The article 
indicates budgeting practices in media and sales 
promotion that are not measured by statistical 
services. 

The report is based on a 1214-per cent return 
—g2 advertisers. These advertisers varied con- 
siderably in their use of measured media both by 
industry and within industrial classifications. 
For example, in the insurance field, one adver- 
tiser put almost his entire investment in the 
unmeasured areas into direct mail; another put 
his into non-network radio, 


1.3 Is Marketing On a Dead End Street? C. B. 
Larrabee, Printers’ Ink, April 8, 1955, pp. 
30-32. [E.J.K.] 

‘The author appraises what he considers faulty 
and costly marketing methods which can be cor- 
rected “through sound, persuasive, creative ad- 
vertising.”” Objection is taken to merchandising 
by “deals and gimmicks,” retailers selling price, 
not merchandise, and the competitive dollar 
matching of national advertising. ecight- 
point approach to enable advertising to become 
a more effective selling tool is suggested. Of 
special interest is point g, “Advertising needs to 
reorient itself in relation to research.” It is im- 
portant to know who comprises the audience for 
advertising and the location of the audience. But 
research that stops there is missing an essential 
ingredient. ‘The author asks what is the good 
of reaching the greatest number of prospects if 
the message doesn't convince? It is this area of 
advertising research that needs more thorough 
attention by marketing managers. 


1.4 A Re-Examination of the Causes of the De- 
cline in Sales of Sapolio. Donald §. Tull, 
The Journal of Business, April 1955, pp- 
128-197. [S.C.H.] 


Reductions in advertising expenditures do 
not seem to account for the decline in sales of 
Sapolio, as has often been alleged, since sales 
dropped for nine years before any major cur- 
tailment of advertising took place, Failure to 
develop and aggressively promote a satisfactory 
powdered cleanser, in line with changing con- 
sumer desires, and a refusal to sell chain outlets 
probably were much more significant in this 
company’s loss of position. 


2. AREA ANALYSIS 


2.1 Commuting Patterns of Industrial Workers. 
Leonard P. Adams and Thomas W. 
Mackesey. (Ithaca: Cornell University, 
Housing Research Center, Research Pub- 
lication No. 1, 1955). [J-M.R.] 


This is a noteworthy study in area analysis 
which treats people as producers rather than 
consumers, Regardless of the nonmarketing in- 
terest, implications for our discipline are here. 
World War II experience and postwar studies 
in industrial worker location and transporta- 
tion are reviewed and commuting patterns in 
upstate New York areas are analyzed in detail. 
Students of trading areas and consumer buying 
habits will find much of interest both in meth- 
odology and findings. 

From a review of World War II experience, 
the authors conclude that in each plant and com- 
munity the labor supply problem is unique. 
Some of the variables are: age, size, and degree 
of expansion of individual plants; size and char- 
acteristics of the community; the age, sex, and 
occupations of individual workers; modes of 
transportation used before the war. Another sig- 
nificant aspect of war experience points to the 
interrelationship of manpower problems, hous- 
ing, and transportation. A major change in one 
category brings modification in the other two. 
Also the limits of a commuting area are ap- 
parently determined by both time and distance. 

The upstate New York areas studied were: 
Albany - Rensselaer-Schenectady, Binghamton, 
Elmira, and Sidney. These areas ranged in popu- 
lation from over 500,000 down to 5,000. The 
more significant conclusions for marketing pur- 
poses are: 

1. Plants expanding substantially in a short pe- 
riod of time have the greatest need for long- 
distance (over 20 miles one way) commuters. 

2. The proportion of workers in a plant who 
travel long distances varies. These variations 
stem from the relative distance of plants from 
population centers, the age of plants, size 
and speed of expansion, probable perma- 
nency of jobs, and from differences in man- 
agement policies, 

3. Long-distance commuters are, in general, mar- 
ried men in the 20-50 age group more than 
half of whom own their own homes. Two 
thirds have worked for the same employer for 
a year or more; nearly all (g8 per cent) drive 
their cars to work; most have lived in their 
present homes longer than they have worked 
for their present employer. 
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. Journey-to-work patterns are shaped by 
choices workers make between the relative 
advantages of working near home as against 
commuting longer distances, not by govern- 
mental boundaries. 


One interesting bit of data brought out in 
this study is the fact that the distance traveled 
to and from work is not necessarily a function 
of the size of the urban area. The greatest pro- 
portion of workers living over 20 miles from 
their work was found in the largest and smallest 
population centers. 

‘The significance for marketing of this lack of 
consistency in work-inspired distance travel justi- 
fies further analysis. What is its effect on trad- 
ing area concepts? What is its effect on Reilly's 
Law? 


6. COSTS AND EFFICIENCY 


6.1 Decentralization and the Transfer-Price 
Problem. Paul W. Cook, Jr., The Journal 
of Business, April 1955, pp. 87-94. [5-c.4.] 


The trend toward decentralization, with its 
multiplicity of internal “profit centers’ inside 
the firm, has given rise to the thorny problem of 
setting prices for transactions within a company. 
‘The methods available are market-based prices, 
cost, cost-plus, combination systems, and free 
negotiation, Market-based prices will generally 
lead to more desirable uses of intracompany 
transfers than will any of the other systems, as 
the others may induce activities profitable to one 
“profit center” but wasteful for the business as a 
whole. 


6.2 Costs in Developing Marketing Know-How. 
Ralph L. Ericsson and Lester E. John- 
son, Industrial & Engineering Chemistry, 
May 1955, PP. 992-994. [w.c.] 

Costs in developing marketing know-how vary 
widely among chemical companies according to 
size and newness of product. The large com- 
pany with an established line will spend only a 
small fraction of its total sales expense in de- 
veloping marketing know-how on a new product, 
whereas a small company—fighting to establish 
itself with a line of newer chemicals—may have 
to spend the major part of its selling budget, 
especially in the initial stages, in learning how 
to market its products, It is estimated that costs 
of developing and maintaining the three major 
aspects of marketing know-how (market re- 
search, market development, and selling) will 


vary as a per cent of sales according to size of 
company as follows: 


Annual sales, million dollars 10 75 

Market research as per cent of 
sales 

Market development as per 
cent of sales 

Sales department expense as 
per cent of sales 


200 
0.28 0.075 0.042 


0.35 0.104 0.059 


40 20 15 


6.3 Marketing Takes More of Sales Dollar. The 
Conference Board Business Record, 
April 1955, pp. 142-147. [J-M-R.] 

The article reviews the results of a National 
Industrial Conference Board survey of 125 
manufacturing firms concerning trends in sell- 
ing and distribution expense. Respondents gen- 
erally believe selling and distribution expenses 
are relatively greater and expect this trend to 
continue in 1955 even though sales are expected 
to be higher. 

In 1954 the amount spent on selling and dis- 
tribution averaged about 10 per cent of sales. Of 
this amount, 40 per cent was a direct selling ex- 
pense, 24 per cent was charged to warehousing 
and delivery, 13 per cent to advertising, and 
23 per cent to all other selling and distribution 
expense. 

One interesting point brought out by the 
study was the lack of uniformity in the propor- 
tion of the sales dollar charged to selling and 
distribution—even within the same industry. For 
example, extremes in total selling and distribu- 
tion expense as a percentage of sales dollar ran 
as follows: 

Per cent 
4-10—20.30 
2.80—25.00 
5-29—$7.00 
4-20—17.50 


Automobiles and equipment 
Industrial machinery—specialized 
Chemicals 


Food 


The report indicated that marketing channels 
and type of products were significant factors in 
these ratios. 

Respondents were in general agreement on 
the expense items to be included under “selling 
and distribution cost.” Some unusual items in- 
cluded by specific companies were: product de- 
velopment costs, finished goods inventory, mark- 
down, engineering and initial costs of tools and 
patterns, cash discounts allowed, and allowances 
for doubtful accounts. On the other hand, some 
companies considered warehousing and delivery 
to be manufacturing rather than marketing 
costs. 
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7B. CUSTOMER ANALYSIS: ULTIMATE 
CONSUMERS 


7B.1 Who Shops on 34th Street and Lower Fifth 
Avenue? T. Dart Ellsworth and Jeanne S. 
Hulquist, Journal of Retailing, Fall 1954, 
93-102. [S.C.H.] 

This study is substantially similar in form to 
one conducted by the New York University 
School of Retailing in 1952. A third study is to 
be conducted in the Spring, 1955, to measure 
the impact of changes in the store population 
of the area, McCreery's having been replaced 
by Orbach’s. The 1954 study hints at declines in 
the popularity of evening shopping hours, but 
perhaps its most significant contribution is evi- 
dence of the nebulousness of customer loyalty 
toward any particular major department or 
specialty store. Shoppers, at least in this area, 
seem literally to shop several stores. 


7B.2 Manhattan Male Shoppers Evaluate Store 
Service. T. Dart Ellsworth and Jeanne S. 
Hulquist, Journal of Retailing, Winter 
1954-1955» 141-148. [s.c.H.] 

This investigation of the shopping habits and 
attitudes of Manhattan businessmen discloses 
considerable dissatis{action with the stores where 
personal apparel is purchased. All too often the 
men question the integrity of the stores they 
patronize, the quality of the merchandise they 
purchase, and the sincerity of the salesmen who 
serve them. 

These customers generally do not demand 
impossible merchandising advantages, such as 
“colossal bargains” or “giant sales.” Rather, 
they ask that the stores present merchandise in 
forthright terms and that they back up guaran- 
tees. They also ask that the stores provide 
thoroughly trained, courteous, sincere sales 


people. ... 


10. GENERAL MARKETING STUDIES 


10.1 Big Gains for Convenience Products. Har- 
old E. Green, Printers’ Ink, May 1%, 1955, 
pp. 21-62. 

Convenience products stand out as trend lead- 
ers in the 10th annual Consolidated Consumer 
Analysis covering 20 markets. Some of the key 
trends: the percentage of housewives working 
ranges from a low of 21.3 per cent in Salt Lake 
City to a high of 41.9 per cent in Washington, 


D. C. This segment of the consumer market is 
growing. 

The percentage of families buying toilet ar- 
ticles in grocery stores continues to gain in 
Eastern and Midwest markets. 

Dietetic foods, reported for the first time, ap- 
pear to be growing. The percentage of families 
using these foods ranges from 1.5 per cent in 
Honolulu to 6.2 per cent in Washington, D. C. 
The use of dry and skimmed milk is also on the 
increase. 

There is a major switch to filter cigarettes by 
both men and women. New convenience prod. 
ucts in the frozen foods line are gaining. Tele- 
vision set ownership is still on the increase. 

Saturday is losing ground as the most favored 
shopping day except in Washington, D. C. Fri- 
day is gaining, but the underlying shifts are in 
the Monday through Friday area. 

New and old frozen food products are doing 
well in most markets. Cigarette smoking among 
women has dropped this year in many markets, 
a change from recent trends. 


11. GOVERNMENT REGULATION 


11.1 Resale Price Maintenance. Sir Henry Clay, 
Journal of Industrial Economics, Decem- 


ber 1954, pp. 9-21. [8.c.11.] 


Sir Henry Clay argues that resale price main- 
tenance is one aspect of a general trend toward 
the assumption by “producers” of more and 
more of the functions of distribution. The entry 
into the traditional price-setting province of the 
retailer is designed to maintain consumer faith 
in the product as well as to obtain dealer loyalty. 
More attention is given here, however, to the 
argument that resale price maintenance also 
leads to stabilization of demand and, conse- 
quently, to true long-run economies of mass pro- 
duction. 


11.2 How New Anti-Trust Study May Affect 
Marketing. Gilbert H. Weil, Printers’ 
Ink, June 1955, pp. 25-51. 

Mr. Weil, counsel to Printers’ Ink, examines 
the report of the Attorney General's National 
Committee to Study the Anti-Trust Laws, and 
concludes that it may profoundly influence dis- 
tribution patterns in the nation. The report is 
without authority but is bound to influence 
thinking because of the key government people 
who wrote it. Mr. Weil believes that the vast 
majority of the committee are strong exponents 
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of “hard competition.” Its views are disclosed in 
such statements as: “For the essence of competi- 
tion is a contest for trade among business rivals 
in which some must gain while others lose, to the 
ultimate benefit of the consuming public. In- 
cidental hardships on individual businessmen 
in the normal course of competition can be 
checked by a price discrimination statute only 
at the serious risk of stifling the competitive 
process itself,” and “. . . a free economy must 
place primary reliance upon the play of market 
forces as the determinant of price. . . .” 

The committee majority is firmly opposed to 
fair trade. Consistent with its view that any- 
thing making for a lower consumer price is 
good, the committee concludes that a manufac- 
turer has the right to charge a lower price for 
the same intrinsic commodity when he sells it to 
a distributor under a private brand than when 
he sells it as a nationally advertised product. In 
other instances the thinking of the committee 
comes into conflict with the Robinson-Patman 
Act, which is essentially a legislative expression 
of the theory of “soft competition.” 


12. HISTORY AND TRENDS 


12.1 Dr. Gesner’s Kerosene: The Start of Ameri- 
can Oil Refining. Kendall Beaton, The 
Business History Review, March 1955, 
pp. 28-53. [s.c.1.] 

Historians have usually treated the American 
petroleum industry as having started with E. L. 
Drake's pioneer 1859 oil well at Titusville, 
Pennsylvania. Actually, five years earlier Dr. 
Abraham Gesner established the extremely suc- 
cessfui North American Kerosene Gas Light 
Company, at Newtown Creek, New York, to 
produce illuminating and lubricating kerosene 
from asphalt tars. “Vienna Burner” lamps were 
imported and distributed extensively to provide 
a market for the widely advertised illuminating 
kerosene. Gesner and his followers, in effect, 
developed a market for the drilling industry. 


15. MANAGERIAL ORGANIZATION OF 
MARKETING ACTIVITIES 


15.1 Marketing Director, A New Post... 
Cameron Day, Printers’ Ink, April 22, 

1955. PP- 23°24. [B-J-K.] 
A trend in marketing toward closer coordina- 
tion and integration of key company depart- 
ments is reported. An increasing number of 


companies are appointing marketing directors 
to tie up functions previously carried on by sev- 
eral departments—sales, advertising, merchandis- 
ing, and public relations. The actions of the fol- 
lowing companies in reorganizing the marketing 
function are described: Koppers Company, 
American Telephone and Telegraph, Kraft 
Foods, Thomas J. Lipton, Inc., Lever Brothers, 
General Electric, and F. & M. Schaeffer Brewing. 


16A. MARKETING OF SPECIFIC GOODS 
AND SERVICES: AGRICULTURAL 
GOODS AND RAW MATERIALS 


16A.1 Data Sheets on the Small City and Town 
Market; Farm Market Data Folders; Spe- 
cial Market Reports; Inventory of House- 
hold Magazine Subscribers. (Topeka: Re- 
search Department, Capper Publications, 
Inc.) [J-M.R.] 


This publisher has prepared check sheets list- 
ing some goo reports under the titles cited 
above. Under the first caption are listed reports 
showing the position of places under 50,000 
population in such diverse areas as gasoline serv- 
ice station sales, occupied dwelling units, cen- 
tral heating, and children under 14 years of age. 
Reports under the second title deal with all 
manner of statistics related to agriculture from 
the number of commercial farms to the number 
of occupied farm dwellings reporting a kitchen 
sink. Special market reports are devoted largely 
to ownership and consumption patterns among 
subscribers to Capper’s publications. The fourth 
check sheet lists reports showing trends in own- 
ership of consumer goods among Household 
Magazine subscribers over the past four years. 


16C. MARKETING OF SPECIFIC GOODS 
AND SERVICES: MANUFACTURED 
CONSUMERS’ GOODS 


16C.1 Food For The Aged. Time, June 13, 
1955» P- [A.G.] 

Doctors have long known that older people 
require fewer calories, less salt, and more pro- 
teins and minerals in their food. But, unlike the 
nation’s babies—whose special requirements 
rolled up sales of $2,000 million in baby foods 
last year—United States oldsters have no line of 
food especially designed for them (although a 
few specialty items are on the market). 

Last week Pittsburgh’s H. J. Heinz Co. (‘57 
Varieties”) announced a new line of canned 
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foods for people over sixty and said it will begin 
test-marketing it next month in Cincinnati, 
which has one of the highest concentrations of 
older people in the United States. Heinz “Senior 
Foods” will be sold in single-serving, 814-ounce 
cans and are expected to retail for 25, to go cents, 
First varieties available are: beef, lamb, and 
chicken stews. 

Heinz faces a major problem in marketing its 
new line: old people do not like to admit they 
are old and often shy away from special prepara- 
tions for them. (Borden's Gerilac, a milk prod- 
uct for oldsters, flopped.) Heinz hopes to over- 
come consumer resistance by an educational 
advertising campaign and plans to expand into 
vegetables, fruits, and custards. 

The potential market for geriatric foods is 
well worth the risk Heinz is taking. By 1960, 
there will be 23 million people over sixty in the 
United States. While a baby eats baby food for 
only about two years, an oldster could be a con- 
sumer of the new product for 15 years or more. 


18. PRICES AND PRICE POLICIES 


18.1 The Cellophane Case and the New Com- 
petition. George W. Stocking and Wil- 
lard F. Mueller, The American Economic 
Review, March 1955, pp. 29-63. [S.c.1.] 

Stocking and Mueller disagree with the Fed- 
eral Court which held (1953) that du Pont did 
not possess monopoly power in the manufacture 
and sale of cellophane and other cellulose prod- 
ucts. The Court reached its conclusion on the 
basis of du Pont’s continuing production and 
marketing research, its promotion of new types 
and applications of cellophane, its continuous 
reduction of costs and prices, its vigorous sales 
promotion, and its development of packaging 
machinery suitable for competitive wrappers as 
well as for cellophane. Buyers’ shifts, in response 
to price changes between cellophane and other 
wrappers, were also taken into account. 

The case has been cited as recognition of new 
concepts of “workable” competition. The au- 
thors argue that the cross-elasticity between cel- 
lophane and other wrappers is low in most 
applications; that du Pont’'s price reductions 
and other strategies were the behavior of a ra- 
tional profit-maximizing monopolist; and that 
du Pont’'s percentage return on investment in 
cellophane has been more than twice as high as 
its return on investment in rayon, a more com- 
petitive product. Consequently Stocking and 


Mueller hold that du Pont's “unjustifiable 
monopoly gains” have been too large and lasted 
too long. By implication, the authors attack 
more optimistic views of “workable” competi- 
tion held by some economists. 

Marketing students, while perhaps tending 
to disagree with the conclusions reached herein, 
will be interested in the detailed information on 
pricing practices (particularly reductions) used 
as du Pont successfully sought to widen its mar- 
ket. 


20. RESEARCH AND RESEARCH TECH- 
NIQUES 


20.1 The Accuracy of Data Collected from 
Firms, Ernest Rudd, The Journal of In- 
dustrial Economics, December 1954, pp- 
72-76. 


This brief review cites some sources of inac- 
curacies found in data given to various British 
surveyors by industrial firms. It suggests that 
reporting errors due to confusion, misobserva- 
tion, ignorance, pride, and self-interest may be 
more serious than sampling errors in many 
studies. And, as a summary of a conference com- 
posed of 25 economists, sociologists, psycholo- 
gists, statisticians, and operations researchers, 
the article suggests once again the value of inter- 
disciplinary communication, given a common 
theme of interest among the participants. 


20.2 Admissibility in Courts of Law of Eco- 
nomic Data Based on Samples. Fred M. 
Kecker, The Journal of Business, April 
1955, pp. 114-127. [S.C] 


Marketing researchers are increasingly being 
asked to obtain data for use as evidence in 
courts of law. Consequently, Kecker’s observa: 
tions are of interest to the profession. 

“The state of the law on the issue of admis- 
sibility of data based on sampling [and surveys] 


is not at all clear... First, courts are more 
likely to admit sample evidence as to objective 
facts than they are sample evidence as to group 
or public opinion, Second, they are more in- 
clined to admit sample results if they see no 
alternative method of proof and if the results 
of the sample tend to coincide with their sub- 
jective analysis of the true state of affairs . . . 
Third, courts are more likely... to admit 
sample evidence gathered in conformity with 
accepted statistical standards than those pro- 
duced by a professionally questionable tech- 
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nique. . . And, fourth, . . . courts are prone 
to admit sample evidence only on a showing of 
precedent for the use of such evidence in the 
particular field in question.” 


20.3 Science Aids Marketer. C. O. Wilson, Oil 
& Gas Journal, May 30, 1955, p. 64. [w.c.] 


Oil companies are relying more on marketing 
research to help increase sales at service sta- 
tions. Those responsible for marketing prac- 
tices are relying more and more on the findings 
of specialists with advanced degrees directly em- 
ployed or retained as consultants. Typical useful 
studies presented at the St. Louis meeting of 
the American Petroleum Institute, Marketing 
Division, May 24-25, 1955, include “Measure- 
ment of Service Station Trading Areas” and “A 
Critical Appraisal of a ‘Touring Service.” 


20.4 Operations Research: Scientific Approach 
to Management. Martin Goland and 
Ernest Koenigsberg, Chemical Week, May 
21, 1955, pp. 42 ff. [w.c.] 

Executives who often had to rely on seat-of- 
the-pants decisions now have a new aid in “op- 
erations research.” This is an applied science to 
supplant guesswork by using simulating math- 
ematical models to predict effects of decisions. 
There is now a shortage of personnel, but within 
ten years every big company is expected to have 
its own “OR” team. Meanwhile consulting and 
research groups are taking most of the available 
specialists. The technique is applicable to such 
marketing problems as determining sales pro- 
motion budgets, timing of sales visits, sales in- 
centive systems, advertising budgets, measuring 
advertising effectiveness, planning campaigns, 
analyzing consumer buying, locating plants, 
determining optimum inventories, and many 
other aspects of marketing. 


20.5 Polyethylene: Ready for a Boom. John C. 
Reidel, The Oil & Gas Journal, May 19, 
1955, pp. 80-81. [w.c.] 

About 200 million pounds of polyethylene 
plastic were bought in 1954. By 1956 producers 
will have a capacity for 4,571 million pounds a 
year. New plants mean a capacity far in excess 
of demand but new products and new uses will 
take up the slack in a hurry, Tough competi- 
tion will be the rule during the next two or 
three years followed by plant expansion as de- 
mand grows. 


The present use pattern of polyethylene is: 


Percent 
Packaging film 35 
Pipe 
Wire and cable 
Molded articles 
Paper and film coating 
Bottles and jars 


100 


20.6 How to Double Your Returns from Dol- 
lars Spent for Sales Research. W. W. 
Heusner, Sales Management, April 15, 
1955, pp. 114-116. [A.c.] 


W. W. Heusner, Director, Market Research, 
Pabst Sales Co., shows how the products of an 
organized program of research can serve as effec- 
tive management tools not only for the sales 
department but for all other major departments. 

Data gathered by market research can throw 
light on a large number of top-policy questions. 
In many cases the research director fails to re- 
alize all the uses for the data which his depart- 
ment collects and analyzes. This narrow use of 
market research is most common when the re- 
search department is under the sales or advertis- 
ing manager. Research departments organized 
under the chief executive of a company are sub- 
stantially broader in scope. This is probably the 
best reason for recommending that the market 
research department report directly to the 
chief executive. 

The research director, if he is to assume his 
rightful responsibility, can and must show all 
branches of top-management how his depart- 
ment can be used more completely. One way to 
keep management informed and reminded is 
for the research director to make up a check- 
sheet. 

To start this kind of a check-list, place across 
the top of a sheet, in columns, all major policy 
decisions which face top-management of your 
company. Down the left-hand side of the page, 
list all functions market research can perform. 
It is here that top-management can see many 
ways to obtain information useful in making 
policy decisions. Explain in some detail the 
kind of material developed in each market re- 
search function. 

Make a check at the intersection of the top 
and side columns whenever you collect data 
which can be used to solve a policy problem. 
If you do not have market information or it is 
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incomplete and research can be helpful, make a 
check anyway and collect the facts when needed. 

For example, the market research function 
listed as “sales forecasting” is a common mar- 
ket research job which can be used by all major 
operating departments. The application of 
forecasting to various administrative problems 
is obvious. However, take a function such as 
“dealer preference studies” or “consumer pref- 
erence studies.” Both are definitely market re- 
search functions. The production department 
is interested because these studies can show 
whether consumers prefer the company’s pro- 
ducts and, if not, what sales resistance in the 
products can be corrected. Thus, all of the pro- 
duction department policies that have to do 
with materials and finished product and pack- 
aging may be involved in the findings on con- 
sumer preference. 

The sales department is interested in opera- 
tion of the sales force, the kind of wholesale 
and retail distribution preferred by the ulti- 
mate consumer, and the sales resistance its sales- 
men must be prepared to overcome. In the sales 
training program, emphasis should be placed on 
preference as determined by market research as 
a reason for distributors and retailers purchas- 
ing a product. 

Advertising is interested because reasons for 
consumer preference are the bases for copy 
themes. And many times selection of the right 
copy themes can do much to overcome sales re- 
sistance. 

The financial department is concerned with 
consumer preference studies when credit-exten- 
sion policy affects consumer buying, when lack 
of preference indicates need for capital outlays 
to eliminate sales resistance, or when it is nec- 
essary to produce an entirely new product. 


20.7 Can Motivation Research Be Applied in 
the Field of Industrial Selling? Sales 
Management, May 20, 1955, pp. 61-87. 
[A.G.] 


“Yes,” said a panel of experts assembled to 
answer that question. And their arguments ap- 
pear to call for careful re-evaluation of some 
traditional and widely employed selling ap- 
proaches. However, much remains to be learned. 

The Conference, sponsored by the Cincinnati 
Industrial Advertisers and attended by more 
than 200 industrial marketing and industrial 
advertising men, listened to the following panel 
of experts: Dr. Ernest A. Dichter, President, 


Institute for Motivational Research; Dr. James 


G. Miller, Chairman, Department of Psychology, 
University of Chicago; J. Gordon Lippincott, 
Partner, Lippincott & Margulies, Inc.; and Ed- 
ward C. Bursk, Editor, Harvard Business Re- 
view. 

The panelists in their individual talks to the 
groups were unanimous in stating that many of 
the buying principles uncovered by motivational 
research in the consumer field can be applied in 
the realm of industrial selling. Buyers, whether 
they are window-shopping housewives or busi- 
ness executives, are subject to the same emo- 
tional motivations, But the industrial buyer is 
more likely to hide his “humanness” under a 
professional shell. 

According to Dr. Dichter, motivating forces 
cannot be listed in one-two-three order. They 
are, instead, “like a system of cogwheels, all in- 
terrelated with one another.” In humans, how- 
ever, their relative importance changes with 
time and circumstance. This makes the problem 
of understanding them rather complex. 

Through motivation research, the experts 
said, advertisers will at least be able to peek 
under the veil of mystery that has long shrouded 
the industrial man’s reasons for buying. It will 
be possible for the alert company to develop 
new appeals, reslant its sales approaches, and 
profit from a new psychological insight. 

According to Siebert, motivation research 
findings from an advertising and sales stand- 
point only have value if they help us to reach 
prospects “more deeply, directly, and meaning- 
fully.” Where they are applicable, they give the 
advertiser “the ability to write to the customer 
as well as about the product.” 

Motivation research, said Editor Bursk, will 
make management conscious of the “why” in 
buying habits. The veteran salesmen just na- 
turally make the small buyer feel important 
and personal selling takes in these new MR 
techniques. Bursk pointed out that motivation 
research is especially valuable when a company 
operates under the delusion that it knows all 
the answers. And, when used, it should be used 
sensibly. The over-all strategy of a company 
should be analyzed to find the keystone of its 
psychology of sales. It is at that point that a 
firm should start spending money for MR. 

Siebert reported that there were three emo 
tional elements present to some degree in almost 
every purchase, industrial or consumer: (1) the 
reassurance of competence, (2) the search for 
an authority figure, and (4) a post-purchase 
anxiety. 

The conference speakers proved rather con 
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clusively that people are funny. For example, 
it was found that tools and electric shavers must 
have a critical weight or they will go unpur- 
chased. Regardless of efhiciency, people believe 
that a tool's weight connotes quality and while 
this is an irrational idea, it's a hard one to 
change. 

The panel of experts stated that one of the 
most difficult buying problems to overcome is 
habit. All buyers, consumer or industrial, find 
making a choice a frustrating experience. When 
they find a reasonably suitable product, they 
stick with it rather than face the misery of mak- 
ing a choice again. 

In summing up the discussions of the day, 
Larrabee remarked that it was commendable 
that the experts urged caution and noted the 
danger in expecting too much from MR. ‘“Mo- 
tivation research is a luxury for many companies, 
a near necessity for others.” 

According to all of the experts participating, 
motivation research, properly used, can help 
industrial—and consumer—companies find that 
new selling point. 


20.8 What Are the Most Popular Test Cities? 
Sales Management, June 15, 1955, pp- 
88 ff. [A.c.] 


Over the past nine years, Selling Research 
Inc., New York, a firm specializing in tailor- 
made store audits, has checked the results of 
503 test-market operations, most of them on 
products distributed through food or drug stores. 

An analysis of these tests reveals a marked 
preference for cities in the East or Middle West. 
John E. Flynn, President, Selling Research Inc., 
explains that markets in the South, Southwest, 
and Far West are used less frequently because of 
a general belief among marketers that the older 
northern areas are adequate as testing grounds, 
and so—unless sectional differences are impor- 
tant in the analysis of a test—they are inclined 
to stick to what is, with most of them, tried and 
“tested” territory. 

Very significant is the fact that there are no 
cities today which are absolute “standouts” in 
test-market popularity. In the 503 tests, no cities 
were used in even 10 per cent of the total 

A rather surprising and significant aspect of 
the organization's broad experience is the re- 
emergence of the big city as a test market. These 
cities have become popular as test markets for 
products which are not completely new or ex- 
perimental. Many large marketers incline to 


the belief that because major cities constitute 
such a large share of total national sales, they 
provide more of an acid test than smaller cities. 

On new or experimental products, the mod- 
erate-to-large metropolitan area is more popular 
than the huge metropolis. 

Syracuse, in the 509 tests, was the most-used 
city on food and drug items and on tests in all 
types of stores combined. Syracuse, in the opin- 
ion of many Selling Research clients, is ex- 
ceptionally good because it has all the qualities 
marketers want in a test city—size, newspaper 
coverage, radio and TV coverage, diversified 
industry and population—and is far enough re- 
moved from other cities to be an autonomous 
market. But Syracuse is by no means unique in 
these characteristics. 

Portland, Maine, rates well on such factors as 
relative isolation and independence, typicality 
of distributive outlets, good mixture of industry 
and farming, reasonably average income, etc. 

By population groups (corporate City size), 
the gi cities used most frequently in the 503 
tests break down as follows: 


Over 1,000,000 6 cities 
500,000-999 999 11 
250,000-499,999 14 
100,000-249,999 35 
Under 100,000 25 


Selling Research Inc. specializes in custom- 
made store audits and works for more than 100 
manufacturers and their agencies. A competitor 
in the same field is Burgoyne Food & Drug 
Audits. The A. C, Nielsen Co. is the largest 
store-auditing organization, but it renders a 
standardized continuing service for a worldwide 
list of clients, 

Some manufacturers shy away from “Nielsen” 
cities on the ground that a Nielsen food or drug 
subscriber among their competitors will auto- 
matically get an eyeful of statistics on the suc- 
cess or failure of the test. This may or may not 
be sound reasoning; those who subscribe to the 
practice eliminate some wonderful test cities, 
since Nielsen doesn’t choose his cities indiscrimi- 
nately. 

Certain otherwise good test markets are some- 
times passed over because dominant chain stores 
refuse to cooperate in permitting store audits. 

Over the past nine years, testing for new prod- 
uct acceptance has outranked al! other types of 
tests among the 503 Campaigns audited by Sell- 
ing Research Inc. 
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Per cent frequency 


by type 
New product 48.7 
Advertising 18.3 
Merchandising 17.3 
Packaging 4.8 
Media 4.6 
Copy 24 


20.9 The Search. Newsweek, May 23, 1955, p- 
82. [A.c.] 

Officials at the Minnesota Mining & Manu- 
facturing Co. have good reason for being re- 
search minded. About 85 per cent of the firm's 
sales volume ($230 million last year) comes from 
new products 3M has developed in its labora- 
tories over the past three decades. That's why 
when 3M dedicated a new $3 million research 
center in St. Paul last week, officials felt con- 
fident in predicting more new  sales-building 
products in the future. 

‘To better the chances for new developments, 
3M has ordered technicians in the new lab to 
devote at least 15 per cent of their working time 
to their own ideas on product improvement. 
And the makers of the famous “Scotch” brand 
pressure tape have already allowed for a 50-per 
cent expansion of the new facilities to make 
room for more researchers with more ideas. 


20.10 Market Research and Vertical Competi- 
tion. Fernand Bouquerel. (Studi di Mer- 
cato, January, 1955) [A.A.M.] 


Bouquerel bemoans the reluctance of Euro- 
pean management to take advantage of market 
research in various phases of management: pro- 
duction planning, sales, etc. To illustrate the 
value of market research, he describes in great 
detail a study on the attitudes of French house 
wives toward kitchen utensils made of different 
materials, It is a fairly simple but very conclu 
sive study of consumer attitudes, preferences, 
and intentions respecting future purchases, The 
findings, for management, are clear and cate- 
gorical. This notwithstanding, European man- 
agement—while acquainted in theory with the 
value of market research—is most reluctant to 
use the tool in practice, 


20.11 What Happens When Consumers Stop, 
Look, and Listen? Carroll J. Swan, Print- 

ers’ Ink, June 10, 1955, pp. 21-84. [E.J-K.] 

Copy research is increasing in use and stature 
in the advertising business. Readership reports 


are still the backbone of the business, but adver- 
tisers are asking for more information about at- 
titude changes and actions, Motivation research 
has received the most attention as a new field 
related to copy research though it is developing 
more as a tool of marketing strategy than of 
copy research. 

Drs. Gallup and Starch have dominated the 
copy research field since the early 1930's but 
they are receiving more competition now, in- 
cluding copy research departments of adver- 
users and agencies. Some of the copy research 
techniques that are widely used in advertising 
are summarized. 

“The basic difference between Starch and 
Gallup interviews is that Gallup's interviewers 
do not help people recall the ads by showing 
them the ads before questioning. They ask the 
questions cold, This is unaided recall. Starch 
researchers show the ads to the people they call 
on. This is aided recall.” New services of Gallup 
and Starch are described in the article. 

Gallup currently maintains that the best way 
to ascertain what, how, and why people read is 
to ask them direct questions about it. Inter- 
viewers in his few TV Sales Impact service ask 
directly: “In the last eight weeks what things 
have you bought as a direct result of seeing 
them on TV?" Other Gallup questions follow 
this method in sharp contrast to the “intel- 
lectual trap doors” used by depth interviewers. 
Using this method Gallup found that about 850 
out of every 1,000 people exposed to TV will 
have purchased something in each eight-week 
period as a result of T'V commercials. 

One new copy research service is for business 
paper advertisers. Mills Shepard, Bronxville, 
N. Y., now has several business paper clients. 
He plan's to develop his service beyond simple 
readership figures into a thorough interpreta- 
tion of findings. Readex Inc., Mahtomedi, Min. 
nesota, tests readership by mail, Copies of the 
magazine to be tested are mailed to a sample of 
the magazine's subscription list. Respondents 
are asked to recall which ads they remember 
having read with interest. The service is 
used extensively, particularly on business and 
farm papers. 

Alfred Politz is influencing copy research by 
studying copy in its most preliminary phase, 
long before ads are written. He attempts to un- 
cover possible sales points by opinion surveys 
and depth interviews. The advertiser gets a 
rated evaluation of sales point around which he 
can have copy writers build ads. 
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Richard Manville is attempting to separate 
the reactions of prospects and nonprospects to 
copy. Several of his studies have pointed up the 
fallacy of a general readership score when only 
a fraction of the audience is of value to the ad- 
vertiser. His results show that some ads rating 
favorably on general readership get much lower 
ratings when logical prospects only are con- 
sidered. 

Horace Schwerin is testing IT'V commercials 
by bringing “a roughly representative cross-sec- 
tion of about 350 people” to the television 
studio and testing their reactions en masse. 
Schwerin tests audience reaction to products be- 
fore and after exposure to certain commercials. 
The changes in consumer reactions are used as a 
measure of the commercials’ effectiveness. 

Several practitioners were mentioned as out- 
standing in the related field of motivation re- 
search, Typically, an advertiser gets from a 
motivation research study a record of a number 
of free-flowing conversations by typical con- 
sumers in which it is hoped they will express 
their true feelings about the sponsor's product. 
It may also include a report on the kind of as- 
sociations that the sponsor's products produce. 

Probably still the most commonly used method 
of copy testing is the inquiry test. An increas- 
ing number of media offer split runs of inquiry 
testing purposes. 


20.12 Media Go On Research Romp. Printers’ 
Ink, May 27, 1955, p- 29. [B.J-K.] 

Media research studies are largely a postwar 
phenomenon reflecting increasing competition. 
Many of the conclusions are “fiercely competi- 
tive.” Reported in this article is the $250,000 
W. R. Simmons study for NBC-TV of 7,500 
Fort Wayne, Indiana, homes, Some conclusions: 
there is a vast increase in the time people spend 
with major advertising media after exposure to 
local television, After getting a TV set, buyers 
became more conscious of advertising. The 
average of three products studied showed that 
consumers’ awareness was up 23 per cent; the 
more a product was advertised on TV, the 
heavier the increase in sales. 

Conclusions of the Look magazine survey by 
Alfred Politz covering g major magazines are: 
on an average-issue basis, the g magazines reach 
a total audience of 58,700,000, 32,250,000 read 
more than 1 of the g magazines, and 5,000,000 
read at least 4; and magazine reading is more 
prevalent in TV homes than in non-TV homes. 


20.13 An Operations Research Program for a 
Retail Store Chain. John F. Magee, Ad- 
vanced Management, June 1955, pp. 18- 
21. [J.M.R.] 


This is the case history of an operations re- 
search project designed (1) to provide execu- 
tives of an apparently successful, well-run or- 
ganization with better information on their 
operations, (2) to build a better understanding 
in concrete numbers of the firm's operations, 
and (3) to find and help solve problems in areas 
ranging from cost control to salary administra- 
tion and sales. The business in question makes 
a wide line of men’s and boys’ shoes and sells to 
independent retailers and wholesalers and 
through its own chain of goo retail stores, The 
study was concerned with the retail chain. The 
project team consisted of a mathematician, a 
physical chemist, and a statistician. A market 
research specialist and one of the clients’ junior 
executives worked closely with the team. The 
first step was to ascertain from management an 
answer to the question: “Why doesn’t the com- 
pany get rid of the chain?” It was management's 
belief that the function of the chain was to help 
the company get a high return on its total in- 
vestment by providing for bette utilization of 
existing plant capacity. The team, therefore, 
considered a chain store as though it were just 
another machine or process in the manufactur- 
ing line and set up a new measure of store effec- 
tiveness based on two numbers: (1) a unit store 
cost per dollar at manufacturing value of shoes 
handled and (2) a unit store capital require- 
ment per manufacturing dollar of shoes handled. 
As a result, it was found that unit cost and unit 
capital figures were negatively correlated and 
that, when the two measures were combined into 
a single measure, stores making high profits 
often rated poorly on this new measure, whereas 
stores not making much money frequently rated 
quite well on the new measure. 

These findings led to further studies concern- 
ing sales and costs of various merchandise lines 
(the stores handled clothing as well as shoes but 
were not departmentalized). The team also 
analyzed capital requirements of different mer- 
chandise lines and investigated the impact on 
expense of a number of operating and environ- 
mental conditions such as wage rates, economic 
conditions in the various markets, store location, 
and similar characteristics, 

Findings here then led to further analyses of 
such diverse matters as credit and store manager 
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compensation. Ihe net contributions of the op- 
eration’s research project have been: 


(1) To provide quantitative facts in areas 
never before investigated and in areas 
where only qualitative factors or opinions 
existed before. 

(2) To build up an integrated quantitative 
picture of chain operations which put a 
new perspective on previously known 
facts. 


21. RETAILING 


21.1 Do Stores Favor Manufacturer-Paid Spiffs? 
T. Dart Ellsworth, Journal of Retailing, 
Fall 1954, pp. 109-114. [S.C.H.] 

“Spiffs” are financial incentives paid by manu- 
facturers to retail salespeople in connection with 
the retail sale of specific items in their lines. 
This study, concerned with practices in the mat- 
tress trade, indicates that most department and 
furniture stores enter into such arrangements 
with one or more bedding manufacturers, How- 
ever the study also indicates that the partici- 
pating stores generally are dissatisfied with such 
arrangements, which they regard as an invasion 
of proper employer-employce relationships. 


21.2 Chain Store Human Relations. S. I. Spec- 
tor, Journal of Retailing, Winter 1954- 
1955, pp- 161-9. [s.c.H.] 

A detailed account of a questionnaire given 
to 50 salesladies employed in one unit of a 
national chain is given. The major interest for 
students of marketing will be found in the na- 
ture of the questions used to measure the hu- 
man relations situation. Questions as to how 
the clerks would handle customer pilferage situ- 
ations, for example, were used to measure in- 
terest in the job and desire to protect company 
property. Questions as to whether the sales girls 
expected to be greeted by the manager every 
day revealed interesting attitudes on the amount 
of recognition expected by the sales force. Other 
questions probed relationships among the sales 
force. 


21.3 The Farmers’ Market. Robert K. Otter- 
bourg, Journal of Retailing, Winter, 


1954-1955» 169-174. [s.c.4.] 
Approximately 1,000 large-scale ‘farmers’ mar- 
kets” spread throughout the United States—par- 
ticularly in the suburbs of large cities—sell ap- 
pliances, jewelry, furniture, rugs, shoes, cloth- 


ing, and other such lines as well as perishable 
food. Like the much-discussed discount houses, 
these markets are a controversial deviation from 
the usual conception of our traditional retail 
structure, Many retailers use the market as an 
outlet for surplus goods, and bargains defi- 
nitely are available. On the other hand, trade 
ethics sometimes leave much to be desired, con- 
sequently caveat emptor. 


21.4 Handling Customer Returns. Stanley 
Willer, Journal of Retailing, Winter, 
1954-1955» PP. 175-9. 

A tabulation of customer-stated reasons for 
the return of merchandise to the men’s furnish- 
ings department of a New York specialty store, 
“Wrong size’ was the most commonly stated 
cause, followed by “customer's change of mind.” 


21.5 Is Unit Control Essential to Women's Ap- 
parel Stores? T. Dart Ellsworth and 
Harry Steinberger, Journal of Retailing, 
Winter 1954-1955, pp. 153-160. [s.c.1.] 

This report is based on a mail survey of 

1,126 women's ready-to-wear stores; 152 replies 
were received. The findings offer rather conclu- 
sive evidence that the respondent women's ap- 
parel stores are rather thoroughly sold on unit 
control and its importance to the success of their 
operations—there is a trend toward greater 
mechanization of their unit-control record keep- 
ing. Above all, the findings point to the dis- 
satisfaction with which the stores generally view 
their current unit-control operations, ‘They are 
secking systems that will provide them with the 
merchandise information they need, at the time 
they need it, and at a cost they can afford. 


21.6 Management in Retail Distribution. The 
Manager, March 1955, pp. 185-195. [J-M.R.) 

This summary of papers given at a conference 
sponsored by the British Institute of Manage- 
ment in Eastbourne, England, brings out points 
of similarity and points of difference in a com- 
parison with American retailing. 

Executive development in British retailing in- 
cludes the following practices: job rotation, for- 
mal lectures, group discussion, coaching by sen- 
ior executives, creation of special training posts, 
technical colleges, and courses corresponding to 
our American Management Association pro- 
gram. In discussing technical colleges (com 
merce, management) the speaker had this to say 
of interest to academic readers; “I understand 
that the level of teaching in some parts of the 
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country is by no means satisfactory yet, but all 
sorts of interesting courses are being developed.” 

Regarding selection, the chief disadvantages 
of British retailing as far as workers are con- 
cerned are wages, hours of work, and conditions 
of employment (comparative lack of staff ameni- 
ties, or “fringe benefits’). The chief advantages 
are interesting employment, prospects of ad- 
vancement without special technical training or 
qualifications, and certain individual advantages 
such as discounts on purchases and profit-shar- 
ing. (Neither practice is universal.) 

A pilot study of work simplification in retail- 
ing included an analysis of sales assistants’ 
(clerks’) work which resulted in string diagrams 
and flow process charts, The division of the 
sales assistants’ time was also considered; activi- 
ties measured included; packing, contact with 
customers, waiting to give service, stock, and 
absence from selling area, 

A survey of 170 British department stores pro- 
duced the following average operating state- 
ment (in percentages) for 1953: 


Expense divisions: 
Administration 
Occupancy 
Merchandising 
Publicity 
Dispatch 


5.20 


Expense (all divisions): 
Personal 
Impersonal 


‘Total expenses 


Gross margin 
Discounts received 


Total credit 
‘Trading surplus 


Three versions of self-service are operating in 
Great Britain; full self-service, partial self-serv- 
ice with manual provision counter, and self-se- 
lection, The speaker, an executive of the Lon- 
don Cooperative Society, commented on several 
practices not particularly common in the 
United States; the use of lead pencils for mark- 
ing merchandise, one-way turnstiles to reduce 
pilferage, and the installation of one large 
mirror high on the rear wall. “The use of mir- 
rors at varying points in a store is a form of 
fitting which the public is inclined to dislike.” 
The self-service manager should be a good 
housekeeper, be completely sold on self-service, 
enjoy good health, be of cheerful disposition, 
be approachable—both to customers and staff— 


be a good storekeeper, and receptive to transfer 
of stock from other branches for clearance pur- 


poses, 


23. SALES MANAGEMENT (including Sales- 
manship) 


23.1 What Makes Your Salesmen Do the Things 
They Do? Sales Management, June 1, 
1955» PP 38-39. [4.6] 

“The untapped potential in each man defies 
estimate,” declares the Committee on Motiva- 
tion of National Sales Executives, Inc., New 
York City, which has just issued, after three years 
of research, a study of motivation as a means of 
increasing sales effectiveness. 

“Basic desires—what each of your men wants 
—on the job and off the job” are discussed in 
terms of security, recognition, response—sense 
of belonging, and new experience and growth. 
Three charts on the desire for recognition, plus 
an explanation of research techniques and sam- 
ples of findings are published in “Motivation 
Manual” ($1.00), National Sales Executives also 
has prepared an “Interview Form for Motiva- 
tion Interview.” (Price, 12 sets for $1.00.) 

Jack C. Luhn, President, The Easterling Co. 
(silverware sold house-to-house) and Chairman 
of NSE’s Committee on Motivation, enlisted the 
aid of psychologists and personnel officials of 
nationally known firms which hire thousands of 
salesmen in developing the data published in 
the “Motivation Manual,” 


23.2 An Adaptation of Role-Playing Tech- 
niques to Sales Training. Joseph G. 
Phelan, Journal of Retailing, Winter 
1954-1955, PP- 149-153. [S.C.H.] 

Phelan discusses the use of psycho-dramatic 
techniques in sales-person training. The advan- 
tages over usual lecture techniques derive from 
the salesman’s participation in the activity. The 
salesman “gets the feel of actually how to pro- 
ceed when on the spot.” Also, the training di- 
rector can observe the salesman’s weak points 
and errors. These do not always show up when 
the salesman merely describes how he would 
handle a given situation. 


23.3 Turnabout Training. Anonymous, Chemi- 
cal Week, May 14, 1955, pp. 78, 80. [w.c.] 

After a study of their sales-briefing program, 
Lakeside Laboratories, Inc., Milwaukee manu- 
facturers oi pharmaceuticals, replaced tradi- 
tional presentational types of program by guided 
conference sessions emphasizing exchange of 
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ideas and attitudes among salesmen, based on 
actual experience in the field with the new 
product. Prior to the conference each salesman 
receives written material explaining the tech- 
niques to be used. 


23.4 Using Contests to Boost Sales: A Survey of 
Company Practices. The Management 
Review, June 1955, Pp. 373-374. [J-M-R.] 

The Sales Executives Club of New York re- 
cently surveyed members employing five or more 
salesmen regarding contests. Two thirds (67.4 
per cent) of the firms run contests, 25.8 per cent 
never have, and 6.8 per cent have given them 
up. Most of the respondents (63 per cent) hold 
contests as needed, whereas regular annual con- 
tests are held by 23 per cent; semiannual con- 
tests, by 14 per cent. More sales is the objective 
of the majority, 58 per cent. Next in order of 
times mentioned is emphasis on slow-moving 
items, 20 per cent. More calls on profitable ac- 
counts is cited by 7 per cent of respondents as 
the major objective of the sales contest. 

The leading incentive is money used by 20 
per cent of respondents exclusively. Money in 
combination with other incentives is used by 43 
per cent. Travel prizes are offered by 29 per 
cent of sales executives responding, usually in 
combination with other incentives, Merchandise 
is offered by 13 per cent exclusively and by 44 
per cent in combination. 


23.5 A Program for Motivating Salesmen. Wil- 
liam W. Bryan, Advanced Management, 
February 1955, pp. 17-19. [J-M.R.] 

This article sets forth concisely the elements 
of a program to raise the productivity of gen- 
eral salesmen at Esso Standard Oil Company. 
They are: 


1. Select salesmen that can be motivated. 

. Train new men and keep training estab- 
lished salesmen. 

. Use good communications. 

. Follow a tailored compensation plan. 

. Selectively utilize contests, special promo- 
tions, prizes, and awards. 

6. Provide effective personal supervision. 


A “Qualification Questionnaire” was designed 
in order to select new men who could be moti- 
vated. In order to do this, four major steps were 
undertaken: 


1. A job description was constructed. Top- 
marketing management, divisional and 


district managers, and outside consultants 

participated; studies of sales operations 

were examined; and Esso salesmen were 
directly observed in action during a typi- 
cal day's work. 

2. The present 328 general salesmen were 
rated from “Best” to “Least Good” through 
a process of management judgments, This 
was necessary in order to establish a “yard- 
stick” group of present salesmen. 

3. From the first step an experimental ques- 
tionnaire was constructed and administered 
to the “yardstick” group. The answers of 
the “Best” salesmen became the “right” 
answers to look for in future selections. 

4. The final step consisted of removing non- 
useful material from the experimental 
questionnaire and setting up scoring pro- 

cedures. 


24. SALES AND ECONOMIC FORECASTS 


24.1 Is Your Product a Good Premium? Arthur 
FE. Irwin, Sales Management, June 15, 
1955» PP. 48:58- 

There is a $1.5 billion market waiting for 
quality products of almost every kind and in 
every price range. The use of merchandise for 
premiums and sales incentives has grown to 
record proportions in the past few years, and 
several current surveys indicate a 15-per cent to 
2o-per cent growth during 1955, according to 
Arthur E. Irwin, Sales Manager, Special Con- 
tracts Division, International Silver Co. 

Any one of thousands of consumer products 
can be a premium—if it is combined with an 
idea. It is in this realm of ideas that most com- 
panies, in their attempts to sell to the premium 
market, have failed. A premium user is only in- 
terested in your product if it can help him to 
sell his product more profitably, The profit on 
his product, not the sale of your premium, is 
the advertiser's goal. 

WHO USES PREMIUMS? The large food 
and soap companies account for a large per- 
centage. More than three fourths of the 100 
largest national advertisers are substantial pre- 
mium users. 

The appliance manufacturers use items rang- 
ing in cost from a few cents to $25 to build 
store traffic and help their retailers to close a 
sale. 

WHO BUYS PREMIUMS? 1. Within the 
company. A small number of the very large ad- 
vertisers have premium buyers. Where there is 
a premium buyer, he is usually happy tw guide 
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you through the proper channels. Where there 
is none, you are on your own. 

This means analyzing the wide variation in 
formal organization which reflects the different 
ways in which premiums are used by different 
companies, The one irremediable mistake is to 
neglect the “little guy.” Study the corporate 
organization with this always in mind: 

Ideas are intangibles, not cut to standard 
specifications like carbon paper, And selling 
premiums involves selling a product plus an 
idea, So you are involved in the realm of ideas, 
where your selling problem gets entangled in 
the personal and business relationships within 
the buyer's company. 

2. Advertising agencies. Agencies give clients 
the service the clients’ policies call for. Agency 
men are “idea men,” and, even though it is not 
their responsibility, they can come up with 
ideas which help to make a promotion more 
successful, Sometimes this might be a new ele- 
ment added to the premium, sometimes a dif- 
ferent advertising or media approach, some- 
times a tie-in copy theme, sometimes a merchan- 
dising or promotion angle. But always, if you 
can possibly do so, work with the agency. 

§. Premium consultants and manufacturers’ 
representatives, Successful premium selling calls 
for a substantial sales effort. If your potential 
premium volume can justify this effort, do it 
yourself, But if your volume is not great enough 
or you are not ready or able to do it yourself, 
then a good premium consultant or representa- 
tive may be able to establish a premium market 
for you. 

TURNING A GOOD PRODUCT INTO A 
PREMIUM: 1. The Idea. The first rule of pre- 
mium selling is to forget about one of the first 
rules of ordinary selling. “Never expect an 
order and never talk about an order until . . . 
you have a working promotion. Your premium 
user is not interested in buying your product; 
he wants to sell his. So you must think of your- 
self as a salesman for his product. Think first of 
the client's sales problems, advertising problems, 
and selling program. tiow can he make his ad- 
vertising more exciting, more merchandisable? 
Then fit your product into that picture—in a 
premium ad on the package, in media advertis- 
ing, dealer promotions, sales incentive programs. 
What selling approach can you give your prod- 
uct which ties in with your client's sales ap- 
proach? 

2. Service; Once you have joined an adver- 
tiser's “team,” he expects a number of services 
from you. That is why it is important to assign 


someone to premium selling who knows your 
company and its resources. 

3. Price: The premium price for your prod- 
uct must be substantially below your established 
retail price, or a realistic fair market value if 
there is no established retail price. This varies 
from 66% per cent for certain items to 20 per 
cent below retail for others. It is necessary to 
give the consumer good quality and an excellent 
value at the price. Guard against underpricing 
as well as overpricing. If the price is too low, 
the consumer tends to feel that there must be 
something wrong with the offer. On the other 
hand, the consumer will buy a genuine premium 
bargain even at prices which were once con- 
sidered impractical. 

CAVEAT VENDOR: Probably the greatest 
single abuse in the field is the misrepresenta- 
tion of the quality and value of the premium. 
Another problem is that of “competition” with 
your own channels of distribution. Frequently, 
there are complaints from dealers and jobbers 
that the premium sales are discount sales, or 
that they cut into the regular market and lose 
sales for the regular dealers who are your life- 
line to the market. 

The economic fact of the matter is that pre- 
mium sales are not “discount” sales because the 
consumer must buy another product to get 
yours, and thus adds another “good” to his 
purchase price. Nor is a premium sale a loss 
to the regular market. It has been proved that 
the great weight of advertising and promotion 
put behind the premium creates a demand for 
the product in normal channels, For each per- 
son who buys the advertised product to get the 
premium, there are dozens who do not but in 
whom a latent demand for the premium has 
been stimulated. 


24.2 Industrial Advertisers Set Sights on 500 
Billion Dollar Economy. Nathan Kelne, 
Printers’ Ink, May 20, 1955, p. 27. [B-J-K-] 

Speakers at the 2grd conference of the Na- 
tional Industrial Advertisers Association in 

Washington predicted that the present gross 

national product of $360,000,000,000 would 

reach $500,000,000,000 by 1965. Some of the de- 
tailed forecasts: The electric power load will be 
about 100 million kilowatts in 1955. The Edi- 
son Institute predicts that within ten years it 
will be increased between 57 per cent and go 
per cent. Highway construction expenditures 
this year will be about $3,800,000,000. The Presi- 
dent's Committee believes they might increase 


by 85 per cent to 140 per cent by 1965. By 1965, 
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150 million ingot tons of steel will be produced. 
That will be a g5-per cent increase over the 
record 112 million ingot tons attained in .y53. 
The industrial advertisers were told that to 
cash in on this kind of potential, adver!» 
must raise their sights. They must pay «!o 
attention to four areas of activity: scientific 1 
search, “sound economics,” the function of gr 
ernment, and the problems of distribution. 


26. STATISTICAL DATA (including Sources, 
Types, Revisions, and New Series) 


26.1 Washington Has Answers for You. Jerome 
Shoenfeld, Sales Management, April 15, 
1955» PP- 92-95- [4.6] 

If you are interested in regional differences, 
market preferences, and basic industry statistics, 
don’t overlook hundreds of studies made by 
the federal government. 

The Department of Agriculture is interested 
in selling farm products and is especially good 
on surveys of what people eat, passable on what 
they wear. The Superintendent of Documents, 
Washington, D. C., sells whatever government 
literature is offered. 

The Department of Labor took a nation- 
wide survey on family budgets, and for selected 
cities can tell you what percentages go for food, 
rugs, and laundry soap. Summarized, the ma- 
terial has been collected into “Family Income, 
Expenditures and Savings in 1950,” sold at 50 
cents. The Wharton School, University of Penn- 
sylvania, will retabulate Labor’s findings for the 
benefit of market analysts. There will be break- 
downs of expenditures, for example, on food, 
clothing, and furnishings by city, income class, 
and so on. 

The Housing and Home Finance Agency has 
made occasional surveys of kinds of houses built 
in various cities—basement or no basement. 

All of the Agriculture Department material 
is designed to push sales; some of the geographi- 
cal surveys, precisely, to disclose market po- 
tential, The Department is now trying to find 
out what people in cities and rural counties of 
42 States eat, and this summer or fall it will 
publish findings covering the second quarter. 
Meanwhile, the Department has just repub- 
lished in a 200-page volume, “Food Consump- 
tion of Urban Families in the United States,” 
sold at $1. 

Generally, information about particular mar- 
kets is incidental to some other research. 

Most women prefer a pile of loose apples from 
which to select the fruit. Of those who find 


packages “more convenient,” most want large 
packages—unless they're from Philadelphia or 
Chicago, where the favored parcel weighs less 
thin five pounds, This bit of marketing dope 
romes from “Consumer Preferences Regarding 
ples and Winter Pears” —25, cents. 
‘tly, the Department put out two vol- 
uv “Use and Opinions about Fats and 
cd in Cooking,” dividing the respondents 
North, South, urban, rural, white, non- 
white, income, age, and education, Volume 1— 
50 cents, volume 2—$:1. These volumes tell 
which classes use most or least of vegetable 
shortening, lard, shortening compound, cook- 
ing oils, margarine, butter—and for what, 

In a pamphlet, “Consumers Use and Opin- 
ions about Citrus Products,”’—4o0 cents—the De- 
partment collected opinions for town, country, 
Pacific region, the South, and Los Angeles, on 
the business of selling citrus: loose vs. packaged, 
price by number or weight, natural or arti- 
ficial color, sweetened or nonsweetened, large 
vs. small cans, 

“Consumer Purchases of Fruit and Juices” is 
the title of two free periodicals published by 
the Department. The first, a quarterly, covers 
regions and retail outlets. The second, a semi- 
annual takes in family characteristics of shop- 
pers. 

The recent free pamphlet “Fruits and Juices 
~Availability in Retail Food Stores, August 
1954," Shows how unevenly producers placed 
their merchandise in outlets, 

Salesmen press retail grocers for display space. 
If sales are low, they insist that it’s because 
they were not getting enough. In “Availability 
and Display of Frozen Foods in Retail Stores in 
Washington, D. C.” these assertions are tested. 

As more people decided that they were too 
fat, they cut down on potatoes, This worried 
the Department which checked “Potato Prefer- 
ences among Household Consumers’—(free). 

Another free pamphlet, “Rice Preferences 
among Household Consumers,” compares use of 
rice in the United States with Chicago, 

For years Department researchers have been 
trying to learn whether a customer buys a 
tangible product or such things as an illusion 
of wealth with the sense of being like or perhaps 
different from other people. The pamphlet 
(go cents), “Men's Preferences among Wool 
Suits, Coats, Jackets” compares West, South, and 
other states, U.S., on all sorts of things,—want- 
ing a vest, extra trousers, all wool, hard finish 
-~and why people want or do not want them. 

If you are selling women’s dresses, blouses, or 


il 


194 


THE JOURNAL OF MARKETING 


slips to the Philadelphia market, feature laun- 
dering qualities. That's what women in that 
city look for in comparison with durability, 
comfort, and even fit. This is based on a pre- 
liminary six-page report, “Women’s Opinions 
of Fibers in Selected Items of Clothing.” 

Suppose that nothing put out by the Depart- 
ment solves your questions so that you need new 
research. It's possible to get it done. 

First, write to Information Division, Depart- 
ment of Agriculture, about what you are inter- 
ested in. Ask (1) whether any work has been 
done, (2) for the name of officials who study 
such things, and (g) for the names of the mem- 
bers of the Industry Advisory Committee the 
Department consults on this sort of thing. 

Then write to the officials: “What do you 
have that would throw some light on this . . . ?” 
Start a correspondence in the course of which 
you will get the names of more officials to cor- 
respond with. Research jobs must be approved 
by Industry Advisory Committees, Correspond 
as well with members. All this letter writing may 
stir up enough talk to get the question opened. 
Committee members are supposed to welcome 
suggestions from constituents. 


26.2 Some Recent Developments in the Domin- 
ion Bureau of Statistics. §. A. Goldberg, 
The Canadian Journal of Economics and 
Political Science, February 1955, pp. 52- 
63. [s.c.4.] 


The lively and expanding Canadian market 
has attracted the attention of marketers and 
others on both sides of the border, Conse- 
quently, there should be considerable interest 
in the Bureau's new and improved series, which 
include: 


1). More promptly released information, 
achieved through (a) a Daily Bulletin to 
present data as soon as tabulated, (b) in- 
creased use of surveys based upon sample 
rather than the universe, and (c) advance 
indexes based upon fewer components 
than involved in the final series. 

2). More quarterly, monthly, and weekly data. 

3). Increased attention to seasonal problems, 
which are important in Canada’s economy. 

4). More detailed commodity and_ regional 
Statistics, 

5). Improved classification and integration of 
statistics through the development of a 
standard industrial classification and a 

tentative standard commodity classifica- 


tion. An experimental input-output table 

for 1949 is in process at present. 

6). Revision of National Accounts, partly 
based upon 1951 censuses of agriculture, 
population, and distribution. 

7). Further study of individual and family in- 
come distribution, studies for 1948 and for 

1951 having been released recently. 


26.3 The Population of the United States in 
1950 Classified by Age, Sex, and Color— 
A Revision of Census Figures. Ansley J. 
Coale, Journal of the American Statistical 
Association, March 1955, pp. 16-54.[E.J.K.] 


The evidence that reveals imperfections in the 
census is surveyed, the evidence analyzed, and a 
set of numbers is offered which the author be- 
lieves comes closer than census figures to the 
United States population in 1950, classified by 
age, sex, and color. 

The author concludes: 


1. A total corrected to 156 million persons is 
closer to the number of persons in the United 
States in April 1950, than the census figures of 
151 million. This estimated deficit of about 5 
million, over 3 per cent in the total number 
of persons, is believed to be somewhat conserva- 
tive. 

2. It is possible that part of a large apparent 
deficit among the nonwhite population is caused 
by inconsistencies in classifying persons by 
color. 

3. The importance of census errors can be 
judged only when the use of figures is known. 
It is likely that the differential errors for vari- 
ous subgroups will be more important than the 
error in the total. 


29. THEORY OF MARKETING (including 
Competition) 


29.1 Organizational Structure and Pricing Be- 
havior in an Oligopolistic Market, R. M. 
Cyert and J. G. March, The American 
Economic Review, March 1955, pp. 128- 

139. [S.C.H.| 
An oligopolistic firm's reaction to its market 
situation depends upon both its perception of 
the situation and its internal organization for 
reaction as well as upon the actual “facts” of 
the external situation. Long channels of com- 
munication between “fact gatherers,” such as 
accountants, salesmen, and market researchers 
on the one hand, and “decision making units,” 
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such as pricing committees, boards of directors, 
and top-management on the other hand, tend 
to introduce lags in reaction. Committee de- 
cisions may tend to be more “conventional” 
(that is, more closely conforming to stated firm 
policy) than decisions reached by independent, 
individual decision makers. 

Consequently, the organizational structures of 
the firms involved must be considered in at- 
tempting to, explain or predict price behavior 
in oligopolistic markets. The approach taken 
here is the construction of a formal model, but 
some suggestions for empirical research are of- 


fered. 


31. TRANSPORTATION 


31.1 Traffic Research Eyes Sky. Anonymous, 
Chemical Week, May 14, 1955, pp. 74, 76. 
[w.c.] 


The use of air freight and rush shipments of 
chemicals may soon give way to regular delivery 


of costly items. The principal motivating factor 
is reducing inventory costs. 


33. UNCLASSIFIED 


33.1 Better Times Ahead for L. P. G.? John C. 
Casper and Joe R. Reilly, Oil & Gas 
Journal, May 23, 1955, pp. 78-80 [w.c.] 


Last winter was a low point in the liquefied 
petroleum gas industry's economic history. Stor- 
age, plus the lessons of the 1954-1955 seasons, 
should stabilize a normally shaky market. Prices 
now have eased upward after a collapse of the 
market two months ago when surplus stocks 
were dumped. Underground storage is increas- 
ing and should stabilize the industry. The in- 
dustry is expected to continue its rapid growth. 
Sales in 1954 were up over 4 per cent despite 
a drop-off in the amount going into synthetic 
rubber and manufactured gas. Healthy increases 
are forecast in motor fuel, home heating, and 
chemical manufacturing uses. 
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Legislative and Judicial Developments 
in Marketing 


WILLIAM F. BROWN, Editor 


Editorial Staff: Kennetu J. Curran, Colorado College 
Ravpu L. Northwestern University 


Initials of staff members, in brackets following subject headings, identify the reviewers of the 
individual items. 


The most important recent developments in the 
legal framework within which marketing must func- 
tion are reported and analyzed under the topical out- 
line presented below. Not all headings in the outline 
may be represented in each issue since it is the gen- 
eral policy of this section not to devote attention to 
the following kinds of developments: (1) new laws or 
cases involving legal technicalities in which neither 
marketing practitioners, teachers, nor researchers 
are likely to have interest; (2) new cases which consti- 
tute more or less routine reaffirmation of well-estab- 
lished rulings; and (g) decisions handed down by in- 
ferior courts which are likely to be reviewed by 
higher courts or which deal with trivial problems. 

More detailed information about individual items 
may be obtained by direct reference to the sources 
cited for each case, These include the standard legal 
reporting services, the law journals, and such special 
facilities as United States Law Week and Commerce 
Clearing House Trade Regulation Reporter, Current 
Decisions (abbreviated hereinafter simply as CCH). 

Readers who have comments or suggestions re- 
specting this section are urged to send them to the 
Editor. 


TOPICAL OUTLINE OF CASE 
SUBJECT MATTER 


I. REGULATION OF MONOPOLISTIC 
METHODS 
A. Market Control 
B. Collusive Practices 
C. Market Exclusion Tactics 


. REGULATION OF PRODUCT CHAR- 
ACTERISTICS 
A. Product Standards 
B. Product Quality 
C. Packaging and Conditions of Sale 


. REGULATION OF PRICE COMPETI- 
TION 
A. Price Discrimination 
B. Resale Price Maintenance 
C. Price Control (Minimum and Maximum) 
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IV. REGULATION OF CHANNELS OF DIS. 
TRIBUTION 
A. Operating Features of Marketing Insti- 
tutions 
B. Relations Between Buyers and Sellers: 
Exclusive Dealing Arrangements, etc. 


REGULATION OF UNFAIR COMPETI. 
TION 
A. Advertising 
B. Nonadvertising Promotional Methods 
C. Trade-Marks and Trade Names 


I. REGULATION OF MONOPOLISTIC 
METHODS 


1. Commissioner of Internal Revenue v. 
Glenshaw Glass Company and William Gold- 
man Theatres, Inc., 75, S. Ct. 473 (March, 1955) 
[K.J.C.] 

In the event of a successful triple-damage 
antitrust suit (or apparently an out-of-court 
settlement), the punitive two thirds of the re- 
ceipts as well as the third which compensates 
for damages is taxable income. In so deciding, 
the United States Supreme Court in a seven to 
one decision (Mr. Justice Douglas dissented) 
overruled the Tax Court and Court of Appeals. 
There had been no question about the third of 
the receipts which compensated for damages and 
which the taxpayers conceded was taxable gross 
income. The dispute arose over the tax status of 
the punitive two-thirds portion. 

Mr. Chief Justice Warren, who wrote the deci- 
sion, held that the phrase which first appeared in 
the income tax law at its inception in 1913 defin- 
ing taxable gross income to include “. . . gains 
or profits and income derived from any source 
whatever” was broad enough to embrace all 
sorts of windfalls. Referring to the taxpayers’ 
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admissions that triple-damage recoveries are tax- 
able income insofar as they compensate for ac- 
tual damages, he pointed out that “it would be 
an anomaly .. . to say that a recovery for ac- 
tual damages is taxable but not the additional 
amount extracted as punishment for the same 
conduct which caused the injury.” 


2. Charles Lawlor and Mitchell Pantzer v. 
National Screen Service Corporation, et al., 75 
S. Ct. 865 (June, 1955). [K.J-C.] 

In a decision written by Mr. Chief Justice 
Warren, the Supreme Court took up the ques- 
tion of the circumstances under which a triple- 
damage antitrust suit may be brought similar to 
one involving the same parties previously settled 
—in this particular case, by agreement between 
the parties to the suit whereupon it was dis- 
missed by the Court. 

Under the doctrine of res judicata, the courts 
refuse to hear the same suit twice. However, in 
the decision being discussed, the Supreme Court 
ruled that a second antitrust suit is not barred 
merely because it alleges basic practices by the 
defendant similar to those involved in the suit 
previously settled. Subsequent to the prior suit, 
the defendant in the case at hand allegedly em- 
ployed new and additional practices to destroy 
the business of competitors and extended its 
monopoly power by expanding the scope of the 
conspiracy in which it was supposed to be in- 
volved. Thus the second suit had a different 
basis of action from the first and might be heard 
by the courts. 


B. Collusive Practices 


1. Caldwell-Clements, Inc. and Maurice 
Clements v. Cowan Publishing Corp. and Stan- 
ford R. Cowan, 190 F. Supp. 326 (D.C.S.N.Y., 
March, 1955). [K-J.c.] 

A conspiracy among business firms to injure 
a competitor by the circulation of false informa- 
tion is a violation of the antitrust laws and not 
merely a private wrong. What raises it “out of 
the realm of private law and into the aegis of 
public policy” is the concerted action of firms 
designed to reduce a competitor's ability to com- 

ete. 
. Such was a ruling of a Federal District Court 
in a triple-damage suit alleging such a conspiracy 
and charging a violation of the Sherman Act. 
The ruling was issued in connection with a mo- 
tion by the defendants to dismiss the charge and 
not in connection with the final determination 
of the suit. : 


II. REGULATION OF PRODUCT CHAR- 
ACTERISTICS 


B. Product Quality 


United States v. 1,800.2625 Wine Gallons of 
Distilled Spirits, 121 F. Supp. 735 (D.C.W.Mo., 
January, 1954). [R-L.w.] 


Section 304 (a) of the Federal Food, Drug and 
Cosmetic Act provides that adulterated articles 
shall not be held for sale after shipment in inter- 
state commerce. The liquor in this case was 
seized by the Food and Drug Administration 
under the above provisions. The Court sup- 
ported this action and later ordered the de- 
struction of the liquor. 

When the Missouri River flooded Kansas 
City in 1951, John Goulding owned the liquor 
in question. It was stored and offered for sale 
in a tavern and a club. The flood engulfed both 
places, covering the liquor with unsanitary wa- 
ter. After the flood waters receded, Goulding 
moved the liquor to a private dwelling where it 
was seized. 

In objecting to the Food and Drug Adminis- 
tration, action, Goulding claimed the liquor was 
not “held for sale” after becoming adulterated 
and, therefore, was not subject to confiscation. 
The Court found this irrelevant. While the 
product was held for sale it became adulterated. 
This made it subject to forfeiture. No subse- 
quent movement of the product could change 
the situation. 


III. REGULATION OF PRICE COMPETI. 
TION 


B. Resale Price Maintenance 


1. General Electric Co. v. Wahle, CCH 
€ 68,039 (Oregon Cir. Ct., Multnomah Co., 
April, 1955). 


Bargain Barn, Inc. v. Arvin Industries, Inc., 
CCH { 68,074 (Superior Court, Marion Co., 
Indiana, June, 1955). [w.F.8.] 


Adding to the growing list of jurisdictions in 
which resale price maintenance (at least the non- 
signer clause) has been invalidated by the judi- 
ciary, these decisions by lower courts in Indiana 
and Oregon rule that the “fair wade” measures 
of the respective states violate the state consti- 
tutions. In the first case the opinion notes that 
G. E.'s fair trade contract is not valid because 
of the absence of consideration (a technicality 
not usually mentioned in connection with this 
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kind of action). It goes on to state that in any 
case the law would constitute an illegal delega- 
tion of legislative power since it confers upon a 
private party the right to set prices. Finally, the 
Court concludes that even the legislature does 
not possess the authority to establish prices in 
these circumstances. 

The Indiana ruling simply declares very 
bluntly that the law violates the state's consti- 
tutional guarantees of individual freedom and 
therefore is invalid, Although both of these de- 
cisions undoubtedly will be appealed, they add 
further to the woes of “fair traders” and en- 
courage other courts to adopt similar stands. 


2. Schwegmann Bros. Giant Super Markets 
v. Hoffmann-LaRoche, Inc., 221 F.2d 326 (CCA 
5 April, 1955). 

One year ago the decision of the United States 
District Court of Eastern Louisiana in this ac- 
tion was reported here with the comment that 
the interpretation of the Court seemed to repre- 
sent a rather extreme view of the legal basis for 
resale price maintenance. Upon appeal, the 
Filth Circuit Court now upholds the earlier rul- 
ing, though upon slightly different grounds. It 
notes that, although Schwegmann had repack- 
aged the defendant's pharmaceuticals and that 
they were not physically identified, nevertheless 
the customer must have had a prescription form 
to obtain the item and this form had contained 
the brand name. The Court reiterates the gen- 
eral rule, laid down in the Old Dearborn case, 
299 U. S. 183, that a seller could cut prices on a 
manufacturer's fair traded item if it were un- 
identified, but it goes on to call attention to 
that decision’s qualification of this rule (at p. 
195), “Provided he (the seller) can do so without 
utilizing the good will of the latter as an aid to 
that end.” 

The opinion here is doubly interesting be- 
cause the Court takes its position with obvious 
distaste. Judge Holmes is vigorous in his atti- 
tude in this regard, stating that, “What we are 
doing may be contrary to the sense of justice of 
the writer, who retains the views expressed by 
him in his dissent in Schwegmann Brothers v. 
Eli Lilly & Co., 205 F (2) 788; the other members 
of the court may not like the so-called fair trade 
laws and think it wrong for them to exist; but 
the Supreme Court denied certiorari in the just- 
cited case, which denial was not a decision on 
the merits, but it left this court's decision as the 
law of the Fifth Circuit. . . . Only the Congress, 
the Supreme Court, or the several state legisla- 


tures, can grant relief from this anomalous sit- 
uation, which makes possible vertical monopo- 
listic price-fixing, even for vaccines against 
polio, by exempting dealers and manufacturers 
alike from the pains and penalties of the federal 
antitrust act.” 


3. General Electric Co. v. Federal Em- 
ployees’ Distributing Co., 282 P.2d 943 (Calif. 
Dist. Ct. of App., May, 1955). 


General Electric Co. v. Golden Rule Appli- 
ance Co., Inc., CCH § 68,068 (Sup. Ct. N.Y. 
Co., June, 1955). 


General Electric Co. v. Superior Court of 
Alameda County, 282 P.2d 927 (Calif. Dist. Ct. 
of App., April, 1955). 


Bulova Watch Co. v. Anderson, 70 N.W.2d 
243 (Supreme Ct. of Wisconsin, May, 1955). 


Linex Corp. v. R. H. Macy & Co., CCH 
468,018 (N.Y. Sup. Ct., N.Y. Co., April, 1955). 


Parker Pen Co. v. E. J. Korvette Co., Inc., 
CCH 68,025 (D.C.S.N.Y., April, 1955). [W-F.B.] 


Even in those jurisdictions in which the con- 
stitutionality of resale price maintenance (in- 
cluding the nonsigner clause) is firmly estab- 
lished, there continues a flood of court actions 
by which “fair traders” attempt to force price 
cutters into line, The latter, of course, attempt 
to employ every possible argument or subter- 
fuge to justify their price cutting, in addition to 
constanily reiterating their belief that the stat- 
utes are unconstitutional. The six decisions re- 
ported here exemplify some of the more unusual 
of these attacks. 

Of the three General Electric suits, only the 
first was unsuccessful. Fedco, the defendant, 
raised many objections, including an attack on 
the G. E. “fair trade” contract because it specif- 
ically exempted from its operation company em- 
ployees, distributors’ and dealers’ employees, 
government agencies, and commercial or insti- 
tuitional agencies. The Court rules that such 
broad exemptions constitute unequal applica- 
tion of the law not provided for by the statute 
and therefore not acceptable. For this reason it 
refuses to enjoin the price cutting. 

The Golden Rule Appliance Company had 
attempted to take advantage of this same feature 
in the G. E. contract. It had obtained a signed 
“certification” from each of its customers who 
purchased a G. E. appliance stating that the 
product was purchased for commercial purposes. 
In striking down this defense, the New York 
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Court admits that a retailer is not bound to in- 
vestigate each purchaser who claims such ex- 
emption, but it goes on to note that in this in- 
stance the retailer had first sold the article and 
then obtained the certification, indicating that 
the device obviously had been employed simply 
as a subterfuge. 

The General Electric suit against the Alameda 
County Superior Court is somewhat complicated 
in form, but the essence of the decision is that 
the justification put forth by the original de- 
fendant, the Afhliated Government Employees 
Distributing Company, was inadequate; namely, 
that G. E. had established minimum prices 
which were unreasonably and capriciously in 
excess of the cost of manufacturing and distrib- 
uting its products, The Court simply remarks 
that nowhere in the statute is there any pro- 
vision that requires the prices established by the 
seller to be reasonable or to conform to any 
standard determinable from records of expenses 
or profits. 

In the Wisconsin decision, Anderson had 
claimed that Bulova was not licensed to do busi- 
ness in that state and therefore was not permit- 
ted to seek an injunction in the courts to en- 
force its established minimum prices under the 
Wisconsin law. The Supreme Court of the state 
gives short shrift to this contention, listing a 
number of earlier decisions which, in its opin- 
ion, negate such an argument. 

The Linex suit grew out of a close-out sale by 
Macy. Linex had complained that the retailer 
had persisted in the cutting of prices in this 
sale in spite of the fact that Linex had offered 
to buy back its merchandise at cost—an offer 
which, it argued, should have prevented Macy's 
price-cutting under New York law. The Court 
refuses to accept this contention in this instance, 
however, because it notes that Linex had qual- 
ified its offer by insisting that Macy sign an 
agreement never again to sell any Linex mer- 
chandise, In the Court's view, such an extensive 
qualification is not provided for by the law and 
nullifies the effect of the offer to buy back the 
merchandise. 

Finally, the Parker Pen Company is embar- 
rassed by its own reluctance to promptly en- 
force its “fair trade” contracts. It had attempted 
to “reason” with Korvette for almost a year be- 
fore eventually seeking an injunction to restrain 
the latter's price cutting. The Court interprets 
this delay, together with the paucity of evidence 
respecting the “imminent danger of irreparable 
injury” to mean that there exists no very great 


urgency in the situation. Since the issuance of a 
preliminary injunction requires a showing of 
such urgency, the Court refuses such action, 
though undoubtedly it will issue an injunction 
after a more extended trial. 


4. Sunbeam Corp. v. Economy Distributing 
Co., CCH € 68,037 (D.C.E. Mich., March, 1955). 


Union Underwear Co, v. Rayvis, CCH 
€ 68,051 (Florida Cir. Ct., Dade Co., January, 
1955). [W-F.B.] 


In those jurisdictions in which the nonsigner 
clause has been held to be invalid, sellers who 
wish to maintain resale prices may attempt to 
do so by carefully restricting sales to dealers 
who have signed contracts. Although this plan 
may have some fundamental weaknesses (see, 
for example, the discussion of the Argus case in 
the April 1955 issue of this section), as yet the 
courts scem willing to assume that the plan pre- 
vents price cutters from legitimately obtaining 
the restricted merchandise. In the first of these 
decisions, for instance, the ruling is founded 
upon the inference that the defendant must 
have induced breach of contract in order to ac 
quire Sunbeam products because Sunbeam sold 
only to contracting dealers in Michigan. The 
possibility that the retailer may have purchased 
out of state or at retail in Michigan apparently 
is overlooked. At any rate, the Court grants a 
temporary injunction to prevent defendant's 
price-cutting on the “illegally” acquired mer- 
chandise. 

The Florida decision seems to rest upon a 
much more sound basis; the Court issues an in- 
junction in like circumstances, but it does so 
having heard direct evidence indicating that 
defendant had induced breach of contract. It 
does not rely on an assumption concerning il- 
legal activity, which, although undoubtedly 
correct in many cases, may not be so at all in 
others. 


5. Also noted: 


a. In Fisher v. Rothberg and Klein v, Mitt 
man, CCH 68,029 and 68,090, the New York 
Supreme Courts of Kings County and Queens 
County, respectively, affirm the right of retail- 
ers to obtain injunctions to prevent defendants’ 
price cutting on fair traded merchandise, in 
spite of objections that the plaintiffs, too, had 
been guilty of cutting prices. 

b. Burche Co. v. General Electric Co., 24 


200 


THE JOURNAL OF MARKETING 


U.S.L.W. 2012, finds the Supreme Court of 
Pennsylvania once again affirming the constitu- 
tionality of the state’s “fair trade” statute as a 
valid exercise of the police power and also up- 
holding it against the charge that it illegally 
delegates legislative authority. 


C. Price Control (Minimum and Maximum) 


1. Williams v. Hirsch, 87 S.E.2d 70 (Georgia 
Supreme Court, March, 1955). 


Fournier v. Troianello, 127 N.E.2d 167 (Mas- 
sachusetts Supreme Court, June, 1955). [wW.F.B.] 


As the status of resale price maintenance be- 
comes more and more precarious (both legally 
and practically), the efficacy of other legal de- 
vices designed to curb price cutting assumes 
greater significance. Chief among such measures 
are the state statutes which place “floors” under 
prices, the so-called “unfair practices” acts. In 
the decisions cited above, the highest Courts of 
two states have adopted opposite views respect- 
ing the constitutionality of laws of this general 
type. The Georgia Supreme Court, referring to 
its antipathy toward price-fixing laws previously 
expressed in Harris v. Duncan, 67 S.E.2d 692, 
states that it “unreluctantly” follows the lead of 
this and other rulings in holding the Georgia 
Unfair Cigarette Sales Act unconstitutional. 

On the other hand, the Massachusetts Su- 
preme Court again accepts the state's Unfair 
Sales Act as a valid exercise of the police power 
and goes on to hold that an individual retailer, 
such as the plaintiff here, can rightfully sue to 
enjoin a competitor from cutting prices in viola- 
tion of the law. 


2. Also noted: 


a. In Kofsky v. Smart & Final Iris Co., 281 
P.2d 5, a California District Court of Appeals 
adopts the same line of argument in an Unfair 
Practices Act suit that has recently been accepted 
in fair trade actions: namely, that the law 
should be enforced even though the defendant 
who has been violating it is being sued by a 
plaintiff who is equally guilty. 

b. An Opinion of the Attorney General of 
_ the State of Washington (May 1955), CCH 
€ 68,065, sees no illegal price cutting (indeed, 
no price cutting at all) in the fact that the 
“Welcome Wagon” service calls upon new- 
comers to a community and presents them with 
inexpensive gifts in order to create good will for 
its sponsors. 


V. REGULATION OF UNFAIR COMPETI- 
TION 


B. Nonadvertising Promotional Methods 


Mastercrafters Clock & Radio Co. v. Vacheron 
& Constantin—Le Coultre Watches, Inc., 221 
F.2d 464 (CCA 2, March, 1955). [R.L.w.] 


This case is the culmination of a series of suits 
and countersuits centering around the question 
of whether the copying of a distinctive clock 
design is unfair competition. 

Sometime prior to 1937, a Swiss company be- 
gan manufacturing a clock which was unique in 
the source of its energy. Slight changes in atmos- 
pheric pressure wound the spring so that no ex- 
ternal source of energy was required. It was 
sold under the name “Atmos—the Perpetual Mo- 
tion Clock.” Since 1937, it has been sold in a 
distinctive design—an open face set on a brass 
base and covered by a case consisting of four 
crystal sides and a crystal top set in a brass 
frame. This design, however, is not patented. 

Since the manufacturer had no sales organiza- 
tion, distribution of the Atmos clock was turned 
over to a separate sales company. This com- 
pany contracted with Jacques Cartier of New 
York for the import and sale of the clock in the 
U.S. under the name “Cartier.” Later Vacheron 
and Constantin—Le Coultre obtained the U.S. 
sales rights for the clock except for those sold by 
Cartier. Clocks imported by Vacheron were sold 
under the trade name “Le Coultre.” The clock 
always has been sold as a prestige item—retail 
prices varying from an original $315 to $175 at 
the present. 

In 1952, Mastercrafters produced an electric 
clock designed in appearance like the Atmos 
clock but priced to retail at approximately $35. 
Vacheron notified Mastercrafters and a number 
of its distributors that it would bring suit unless 
the electric copy was withdrawn from the mar- 
ket. Several such suits were brought and a num- 
ber of orders for the electric clocks were can- 
celled. 

Mastercrafters then brought suit to stop this 
action by Vacheron and to collect damages. 
Vacheron brought a counterclaim charging un- 
fair competition, In the District Court (119 F.2d 
209) Mastercrafters won. The Circuit Court, in 
the decision here reviewed, reversed the previous 
decision, finding in favor of Vacheron. 

Both the Circuit and District Courts found 
that Mastercrafters had deliberately copied the 
Atmos clock design to attract purchasers who 
wanted a luxury clock. Such copying is the com- 
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mon result of competition and is illegal only if 
the design is patented or has developed a “sec- 
ondary meaning.” Since no patent existed, the 
question hinged on “secondary meaning.” 

“To establish secondary meaning, the article 
itself must be so clearly identified with its source 
that its supply from any other source is clearly 
calculated to deceive the public... .” (Zan- 
gerle & Peterson Co. v. Venice Furniture Nov- 
elty Co., 133 F.2d 266). The District Court found 
no “secondary meaning” existed because there 
was more than one source of supply in the U.S., 


Cartier and Vacheron, and Mastercrafters’ copy 
was distinguished by the electric cord and a dif- 
ferent trade name. 

The Circvit Court reversed this finding. Mas- 
tercrafters copied the Atmos clock to attract 
the customers wanting a luxury clock. Such cus- 
tomers apparently thought that with the cheaper 
clock they could gain the prestige attached to 
the expensive clock. Since such confusion would 
be likely to arise among visitors in the homes of 
such purchasers, the design has a “secondary 
meaning.” 
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VOTING, A STUDY OF OPINION FORMA. 
TION IN A_ PRESIDENTIAL CAM.- 
PAIGN, by Bernard R. Berelson, Paul F. 
Lazarsfeld, and William N. McPhee. (Chi- 
cago: The University of Chicago Press, 
1954. Pp. $95. $7.50.) 

VOTING reports on “. . . how a thousand 
citizens living in Elmira, New York, made up 
their minds in the 1948 election between Presi- 
dent Truman and Governor Dewey.” (p. vii) It 
is one of a series of studies aimed at obtaining 
a better understanding of what goes on during 
an election. The study is based on several in- 
terviews of the same respondents through the 
campaign and after the election, A great deal 
of information was collected from each indi- 
vidual over the course of these interviews. The 
distinguishing feature of the analysis of these 
data is that earlier experiences and attitudes of 
the respondents are related to later changes in 
voting intent and to their final decisions. 

The factors which were studied in relation to 
opinion formation in the political area included 
such social factors as the respondent's member- 
ship in formal ovganizations, particularly labor 
unions, his socio-economic status, and his ethnic 


202 


group membership. Also considered were the in- 
fluences of his personal relationships with per- 
sons in and out of his family group. Among 
political factors considered were his contacts 
with political party workers, the issues in the 
campaign and the voters’ views of the positions 
of the candidates on these issues. Perhaps of spe- 
cial interest to marketers who depend so much 
on the mass media is Chapter 11, “Political Proc- 
esses: The Role of the Mass Media.” 

The last two chapters, “The Social Psychology 
of the Voting Decision” and “Democratic Prac- 
tice and Democratic Theory,” should be re- 
quired reading—the fist of these for its sum- 
mary of the methodological basis of the study, 
the second for its summary of the implications of 
the study for democratic theory. Whether the 
volume will fulfill the hope of the authors that it 
contribute to a restatement of political theory in 
terms of current political fact will not be known 
for some time. But as a contribution to a better 
understanding of what goes on during a modern 
democratic election, this study should be widely 
read outside the professional and academic 
groups whose members may be expected to read 
this book as a matter of course. 


Frank J. Charvat...... 217 
218 
| 
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Only in the last two decades have social sci- 
entists attempted—through the opinion survey— 
to study directly and in some detail the processes 
by which individual citizens decide to vote and 
choose their candidates, The basic tool of these 
election studies has been the panel study—at 
least two interviews with the same people in 
order to study how earlier vote intentions were 
carried out. The authors liken this kind of study 
to process analysis (pp. 280-85), a device devel- 
oped by econometricians for the study of the 
interrelationships of events occurring at differ- 
ent points in time. A major problem in apply- 
ing process analysis to the study of decision 
processes is the selection of key variables, knowl- 
edge of which would help to understand and 
predict these decisions. Process analysis may be 
considered a feed-back mechanism for research. 
Key variables selected a priori may be tested by 
observation; those which are not supported by 
observation of panel members can be dropped 
and others, suggested by this observation, substi- 
tuted. 

VOTING’S implications for marketing—more 
particularly, for market research—are to be 
found in the methodology which produced the 
data rather than in the findings themselves. Ap- 
pendix A lists seven fairly comprehensive studies 
on the voting process which were conducted 
since 1940 by various agencies here and in Great 
Britain, These studies all deal with a sort of di- 
rect observation of the decision process that has 
not been used to a great extent in market re- 
search. Market researchers still have a lot to 
learn about consumer behavior—if you will per- 
mit a truism, One likely method for pushing 
forward the frontiers of knowledge in this area 
seems to be the use of the panel as it was em- 
ployed in the VOTING study. An initial inter- 
view of a sample of consumers, plus a series of 
reinterviews of the same people, using question- 
naires designed to identify those who change at- 
titudes and those who make decisions contrary 
to earlier statements of intention, should reveal 
a wealth of information on such matters as 


—which consumers are predisposed to a par- 
ticular product, to a particular brand of 
that product? 

—how soon does a predisposition become a 
purchase? What factors bring about the 
closing of this gap? Are they factors over 
which the seller has any control? 

—what are the factors that enter into a deci- 

sion to buy? What part does advertising 

play? What part is played by the dealer, by 


friends, and by family? What is the role of 

past experience with the product and 

brand? 

—how does the decision process vary with 
the type and price of product? 


These questions are not new, but how much of 
their answers do we know? 

The panel can serve as a vehicle for wacing 
the effects of an advertising or promotion cam- 
paign. It may also serve as a device for testing 
hypotheses suggested by research in other areas, 
For example, learning experiments conducted 
by Hull! suggest that, while the promise of re- 
ward for the performance of an action leads to 
better performances, the many repetitions of 
the sequence of stimulus-reaction-reward tend 
to contribute to the growth of a resistance to 
the performance which could in time result in 
a deterioration of that performance. This in- 
hibitory potential, as Hull labeled it, exists 
beyond any fatigue factor. Apply this concept 
to the repetitive kind of advertising one is sub- 
jected to on many types of radio and TV pro- 
grams and you have an interesting question 
which may at least partially be answered through 
the panel device. 

There is no one-to-one correspondence be- 
tween the steps taken in the VOTING study 
and the steps that should be taken in a study of 
the consumer decision process. The reason for 
this is evident. The voting decision is not the 
buying decision. There is some basis, for exam- 
ple, for the contention that the voting decision 
is a less rational decision than some buying de- 
cisions, “. . . The usual analogy between the 
voting decision and the more or less carefully 
calculated decisions of consumers or business- 
men or courts . . . may be quite incorrect. For 
many voters political preferences may better be 
considered analogous to cultural tastes—in mu- 
sic, literature, recreationa! activities, dress, eth- 
ics, speech, social behavior. . . . While both are 
responsible to changed conditions and unusual 
stimuli, they are relatively invulnerable to di- 
rect argumentation and vulnerable to indirect 
social influences, Both are characterized more 
by faith than by conviction and by wishful ex- 
pectation than careful prediction of conse- 
quences.” (p. 311) Thus, in the buying decision 
the buyer has a pretty good idea of the benefits 
he will derive from his decision: the ownership 
and use of a given item if he decides to buy; 
the savings he incurs by refraining from buying. 


Principles of Behavior, by Clark Hull. D, Apple 
ton-Century Co., Inc., New York: 1943. Chap. 16, 
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The voter, on the other hand, cannot foresee the 
benefits of his decision so clearly. 

What other differences between the two de- 
cision processes may we observe? First, there is 
the mechanical difference involving the dead- 
line for a decision. ‘There is a fixed deadline for 
all persons making a voting decision, No matter 
how devious the route taken by the citizen, 
comes Election Day he must make a decision. 
His decision may be not to vote; or, his decision 
may be to vote and to vote for a given candi- 
date. In the consumer's decision process, how- 
ever, there may be some general—but different— 
deadline in the mind of each consumer, but as 
that deadline approaches and finally arrives, the 
consumer may choose to make another kind of 
decision—shall he make his decision then or put 
it off a while longer? 

Second, there is an important difference in 
terms of the alternatives available to the de- 
cision-maker, As a voter, the decision-maker 
votes or he doesn’t vote. If he votes, he chooses 
one of the candidates presented to him. As a 
consumer, the decision-maker is faced with a 
high-order multiple choice situation. The con- 
sumer possesses limited resources but many de- 
sires of varying degrees of urgency. He is faced 
with the classical problem of economics: how 
shall he distribute his limited resources among 
the various ends so as to maximize his sense of 
well-being? For the consumer, the buying de- 
cision involves, first, the selection of a certain 
class of product in which to make his expendi- 
ture and, second, the selection of a particular 
make in that class. For the producer of a par- 
ticular brand of product, this implies two ob- 
jectives; one, to increase the likelihood that 
every consumer will choose to spend in the pro- 
ducer’s product area, and, second, to get the 
consumer to buy his brand of that product. It 
seems that the panel study could offer clearer 
insights into both parts of the decision process 
and thus indicate to the producer how he may 
make his dreams come true. 

A third difference between the two decision 
processes which is closely related to the last deals 
with the competing forces in each type of cam- 
paign. In the election campaign, the compet- 
ing parties and candidates try to influence voters 
to take certain desirable action. In the adver- 
tising campaign, the influence exerted by one 
advertiser must not only act to overcome di- 
rectly competing influences of advertising for 
similar products but the competing influences 
of advertising for other lines of goods which are 


also struggling to get a share of the consumer's 
dollar. 

A final difference between the two types of 
decisions deals with the nature of the campaigns 
involved. The election campaign is one of 
mounting intensity over a short period of time, 
covering perhaps four months of an election 
year. Most large-scale advertising programs 
never reach the peak intensity of the election 
campaign but are maintained at lower levels 
over longer periods of time. 

‘The kind of research that may be carried on 
using the panel approach is more complex and 
more costly than the standard research ap- 
proach. In spite of this, it is suggested here—on 
the basis of the results this tool has produced in 
election studies—that the marketer would do 
well to consider applying the panel device to 
the study of consumer decision processes. The 
justification for a given research expenditure 
should not be solely in terms of how many dol- 
lars are involved, but in terms of how much 
this research expenditure may increase the ef- 
fectiveness of advertising and marketing pro- 
cedures, Studies like VOTING, or THE PEO- 
PLE’S CHOICE? or THE VOTER DECIDES 
while dealing with only one area of an indi- 
vidual’s decision-making, suggest the kinds of 
information and depths of insight which may 
be found in similar studies of the consumer's de- 
cision processes. 

IRVING ROSHWALB 
Opinion Research Corporation 
Princeton, New Jersey 


MARKETING AND DISTRIBUTION RE- 
SEARCH, by Lyndon O. Brown. (The 
Ronald Press Co., 1955. Pp. 561. $6.75.) 


This is the third edition of a widely used 
and much discussed marketing research text. In 
the preface, the author states “it is a compre- 
hensive treatment of the science of marketing 
distribution research—its methods, uses, scien- 
tific foundations, and relations to business op- 
erations.” Taken literally, the stated scope rep- 
resents a writing assignment which could not 
easily be accomplished in a volume of this size. 
Therefore it is not surprising that this book falls 
somewhat short of its ambitious objectives. 


* THE PEOPLE'S CHOICE, by Paul F. Lazarsfeld, 
Bernard R. Berelson, and Hazel Gaudet. Duell, 
Sloan, and Pearce, New York: 1944. 

*THE VOTER DECIDES, by Angus Campbell, 
Gerald Gurin, and Warren E. Miller. Row-Peterson, 
Chicago: 1954. 
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Nevertheless this reviewer has found previous 
editions of this text useful both as teaching in- 
struments and guides in conducting actual re- 
search investigations. It is believed that the 
changes and improvements embodied in the 
1955 model will make it more valuable to both 
teachers and practitioners. 

Professor Brown's new edition possesses two 
characteristics seldom found in revisions of mar- 
keting texts. First, despite the addition of new 
subject matter, the number of pages has been 
considerably reduced below those found in the 
1949 edition. This has been accomplished by 
the elimination of some of the miscellaneous 
chapters in the former volume and the con- 
densation of others. Second, the organization of 
the subject matter has been changed substan- 
tially from that found in the second edition so 
that it now is quite similar to the plan followed 
in the original work. This return to the earlier 
format reflects the collective judgment of the 
author and many of his associates that the plan 
of the first edition was the better of the two. 
Those who are unfamiliar with the 1937 edi- 
tion will find it interesting to compare it with 
the present volume. Those who have skipped 
from chapter 3 to chapter 14 in preparing 
course schedules based on the 1949 edition will 
welcome the plan of the new volume. 

The material in the new edition has been di- 
vided into three parts, Part I deals with Re- 
search Principles and includes five chapters 
covering the scope and importance, organiza- 
tional structure and types of marketing research; 
the elements of scientific method and what the 
author calls marketing research methods or the 
survey, observational, and experimental meth- 
ods. 

Part II is entitled Marketing Research Prac- 
tice and contains eleven chapters which cover 
the important steps in conducting research in- 
vestigations. One chapter gives a brief summary 
of the nature and purpose of each step and the 
remaining chapters discuss each step in some de- 
tail—starting with the situation analysis, an im- 
portant contribution of this book, and proceed- 
ing by logical steps to the preparation of the 
report and the follow-up. In general, the pro- 
cedure outlined is quite similar to the two 
earlier editions. However, the treatment of sam- 
pling has been expanded to two chapters and 
there is now a separate chapter covering the 
pilot study and formation of the final research 
plan. 

Part III deals with Specialized Fields and 
Techniques. This section contains ten chapters. 


Seven of these are devoted to subjects covered in 
former editions such as Quantitative Market 
Analysis, Advertising Research, and Market 
Trend Analysis. The remaining three chapters 
include a new treatment of Motivational Re- 
search, a short chapter on Operations Research, 
and a separate chapter on the Panel Technique, 
a subject previously discussed in the chapter on 
marketing research methods. 

The new edition benefits from an expanded 
and much improved discussion of the important 
subject of sampling. The chapter on Motiva- 
tional Research is a timely and welcome addi- 
tion to this text. The enlarged index and lists 
of readings at the end of the various chapters, 
both of which were suggested by the reviewer 
of the 1949 revision, also are desirable new fea- 
tures, The case references at the end of the vari- 
ous chapters will be helpful to the instructor 
with limited experience and knowledge of cur- 
rent literature. However, they do not meet the 
needs of those who prefer to have short cases 
reproduced as part of the text itself to stimu- 
late more discussion on the part of the indi- 
vidual student. 

The author suggests in the preface that all of 
the “material has been carefully brought up to 
date.” A thorough review of the various editions, 
however, shows that very little new information 
has been included in this volume other than 
that mentioned in the previous paragraphs, Ac- 
tually much of the material in the present text 
is identical both in content and actual wording 
to that found in the 1937 edition, It is recog- 
nized that principles once correctly formulated 
do not change materially with the passage of 
time. However, the characteristics of research 
techniques and procedures are changing con- 
stantly and periodically necessitate revisions in 
the literature that describes them. The updat- 
ing of the sampling discussion is most helpful. 
A similar revision of the chapters on question- 
naire development, collection procedures, and 
statistical techniques would have added to the 
effectiveness of the new edition, 

Two examples will illustrate my point about 
the need for more up-to-date material in certain 
portions of the book, They have been picked at 
random, but they likewise are typical. First, in 
the discussion of the telephone interviewing on 
pages 200-201, the author refers to the chief dis 
advantage of this method being the limited 
number of subscribers. This statement, un- 
changed since it was originally written in 1987, 
makes no mention of the fact that a much larger 
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percentage of American homes now have tele- 
phones than in the prewar period. 

Second, on pages 1go-191 are listed what are 
called “Current Publications Containing Impor- 
tant Marketing Data.” ‘This list is almost identi- 
cal with that reported in 1937; it is incomplete 
by present-day standards; and some of the pub- 
lications listed are out of date if not out of print. 
The Consumer Market Data Handbook, for ex- 
ample, was published in 1939 and can hardly be 
regarded as a current source of marketing in- 
formation in 1955. Furthermore, unlike previ- 
ous editions, the references to the Census of 
(American) Business and the Census of Manu- 
facturers give the reader no idea when these re- 
ports previously have been issued and fail to 
mention that tabulations of current studies are 
now in progress. 

It is believed by this reviewer that the meat 
of this text is found in the first two parts. ‘The 
third part contains some interesting informa- 
tion, but much of it is not essential to a com- 
prehension of the basic procedures to be fol- 
lowed in conducting sound research investiga- 
tions. Furthermore, certain chapters such as 
Market Trend Analysis and Industrial Market- 
ing Research are too sketchy to enable the stu- 
dent to grasp the essence of the subject without 
a great deal of additional explanation on the 
part of the instructor. It is hoped that, when 
this text is again revised, the author will draw 
upon his extensive experience in the field to 
give a more comprehensive treatment of the 
place and importance of marketing research as 
a management tool. In its present form, how- 
ever, this text will continue to be an important 
contribution to the literature in this field. 


RICHARD R. MEAD 
University of Southern California 
Los Angeles, California 


BASIC TEXT IN ADVERTISING, by D. W. 
Davis. (New York} Printers’ Ink Books, 
1955- Pp. 665. $6.50 

In is preface, the aut), 
of this book is to provid: 

theory and practice of 4 

students feel at home i. 

of today. . . . In prepa 

rily for use as a college 
author has kept constan 
versity graduate’s first ad 


states: “The purpose 
vasic instruction in the 
ertising and to help 
he advertising world 
g this volume prima- 
¢ university text the 
in mind that a uni- 
rtising job is rarely 


at an executive level but&ather as a personal 
producer—as advertising sSiesman, copy writer, 


researcher, or perhaps in a marketing or journal- 
istic area to which advertising is allied.” 

In the opinion of this reviewer, the auther has, 
in the main, achieved his purposes very well, al- 
though his book is stronger on the practical as- 
pects of the subject than on the theoretical as- 
pects. He covers quite adequately the fundamen- 
tal material usually found in a basic text in ad- 
vertising. The book is clearly and simply written 
in a style that undergraduate students should 
find easy, if not enjoyable, reading. And the au- 
thor adheres to his goal as set forth in the second 
sentence of the above quotation, in that the 
book is definitely geared to the undergraduate 
student, and by and large takes what is often 
called the “how-to-do-it” approach, rather than 
the so-called “managerial” approach to the sub- 
ject. 

The book is organized in six parts. “PART 
ONE: ADVERTISING YESTERDAY AND 
TODAY: Historical, Economic, Ethical and Or- 
ganizational Factors,” contains five chapters, en- 
titled: “What is Advertising?”; “How Modern 
Advertising Developed”; “Advertising Today: 
The Consumer”; “Advertising Today: The Ad- 
vertiser”; and “Structure of the Advertising In- 
dustry.” In this part, the only chapter that calls 
for special comment is the second chapter on 
the history and development of advertising. The 
author has done a particularly good piece of 
work in developing an interesting and informa- 
tive brief outline of the history of advertising 
and various important developments in the field. 
The chapter should add considerably to the stu- 
dent’s interest in the subject and give him a 
better comprehension of the present place of 
advertising than is provided by most texts. 

“PART TWO: PREPARING THE ADVER- 
TISING MESSAGE: Psychological and Crea- 
tive Factors,” contains five chapters, entitled: 
“Approach, Appeal, and Response”; “Writing 
Copy and Headlines”; “Illustration and Color”; 
“Making Advertising Layouts’; and “Radio and 
Television Commercials.” “PART ‘THREE: 
THE PRODUCTION OF PRINTED ADVER- 
TISING: Mechanical and Production Factors,” 
contains four chapters, as follows: “Preface to 
Production and Printing”; “Type and ‘Typogra- 
phy”; “Photoengravings and Their Uses”; and 
“Paper Stocks: Production Summary.” “PART 
FOUR: DELIVERING THE ADVERTISING 
MESSAGE: Media, Coverage and Rate Factors,” 
includes six chapters, entitled: “Introduction to 
Media”; “The Newspaper as a Medium”; “The 
Magazine as a Medium” (Consumer Magazines, 
Business Publications, Farm Publications); “Ra- 
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dio and Television as Media”; “Direct Adver- 
tising as a Medium”; and “Position Media; Out- 
door and Car Cards.” 

“PART FIVE: FACTORS IN CAMPAIGN 
PLANNING: Planning, Strategy and Research 
Factors”, includes six chapters, as follows: “Prod- 
ucts, Markets and Packaging”; “Appropriations 
and Media Schedules’; ‘“Trade-Marks, Slogans 
and Campaign Themes”; “Dealer Cooperation, 
Premiums and Contests”; “Research Practices in 
Advertising”; and “Planning the Retail Store 
Advertising Program.” “PART SIX: SUPPLE- 
MENTARY SECTION: Careers and the Fu- 
ture; Appendices,” contains one chapter of text 
—"Careers and the Future’’—a bibliography, a 
brief summary of the most important laws af- 
fecting advertising, a group of miscellaneous 
items, and a very complete glossary. 

In the opinion of this reviewer, the author has 
produced a good text for the purpose he had in 
mind. This book is definitely superior to many 
of the books in the field of advertising from the 
standpoint of coverage of the subject and writ- 
ing style. It is simply and clearly written and 
contains a large number of well-selected illustra- 
tions. Although the author has used lists where 
he deemed advisable, he avoids the proliferation 
of lists found in too many textbooks. He has 
given more attention to the retailer than is usu- 
ally the case in a general text, and has included 
a very good discussion of the various uses of ad- 
vertising for other than “product selling pur- 
poses.” His coverage of media is well balanced 
and, for the most part, adequate and good. 

On the other hand, the book is not without 
its shortcomings. As is true of almost any text 
that attempts to cover the entire field of adver- 
tising, some aspects of the subject receive rather 
sketchy coverage and analysis. For example, in 
his chapter on “Research Practices in Advertis- 
ing,” the author attempts to cover virtually all 
aspects of consumer type marketing research in 
addition to special advertising research tech- 
niques in approximately 20 pages of text. Con- 
sidering that texts on marketing research spend 
several hundred pages discussing this same ma- 
terial (such as basic steps in research procedure, 
preparing the questionnaire, interviewing, sam- 
pling, etc.), it becomes obvious that the coverage 
here is so brief as to be of little real value to the 
student. The author might well have concen- 
trated on the particular methods of testing used 
in advertising and a brief evaluation thereof, to 
the benefit of the students who will use the book, 
if he felt he must limit chapter on research to 
only 20 pages. The same co..ument could be made 


relative to other parts of the text—although 
probably no two reviewers would agree on just 
which topics should be given more or less atten- 
tion and development. In the opinion of this 
reviewer, the author might well have devoted 
more attention to the economic aspects of ad- 
vertising and to the place of advertising in the 
over-all marketing program. Also, some teachers 
would prefer a more analytical, rather than a 
purely descriptive, approach to the whole sub- 
ject. 

In conclusion, this reviewer feels that this 
book is another good basic text in advertising 
and that it deserves careful and serious consid- 
eration by any teacher giving a basic course in 
advertising to undergradute students, Many 
people presently engaged in advertising would 
probably also benefit considerably from a care- 
ful reading of the book. 

ARTHUR KROEGER 
Stanford University 


AMERICA’S NEEDS AND RESOURCES: A 
New Survey, by J. Frederick Dewhurst and 
Associates. (New York: The Twentieth Cen- 
tury Fund, 1955. Pp. 1148. $10.) 


With the publication of the second edition of 
America’s Needs and Resources, one fact be- 
comes abundantly clear. In a very few short years 
this massive work has become a basic, standard 
reference book, widely accepted and widely used. 

The first edition in 1947 was the product of a 
daring concept. The Twentieth Century Fund 
set out to do nothing less than audit the entire 
demands, needs, resources, expenditures, produc: 
tion, and capital of the nation, its people and its 
economy. This was a tall order in itself, but one 
further aspect of the work was of even greater 
significance from the standpoint of the practic- 
ing marketing man, For America’s Needs and 
Resources was also, as the foreword to the pres- 
ent book by Adolf A. Berle, Jr., puts it, “some- 
thing more dificult and hazardous—a forecast, 
or at least a projection of the trends the research 
might reveal.” 

It was this willingness to go out on a limb that 
has given the work a special place in economic 
writings. For in dealing on a daily basis with the 
phenomenon that is the American economy, an 
economy so fluid and powerful in its impetus 
toward change, we have all found how easily the 
landmarks disappear. Says Berle, who is chair- 
man of the board of trustees of the Fund: 

“Actually, the progress has been enormous, 
and suggests (as some of us had felt) that the 
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United States has not merely climbed to a new 
plateau, but is ascending heights whose upper 
limit is not yet measurable, and at an accelerated 
rate of speed.” 

This same rate of change, which makes land- 
marks a necessity, also brought about the need 
for a new edition, the first one seven years ago 
having been written in the context of the swift 
transition from “subnormal prewar economy to 
full-scale war production,” followed by rapid de- 
mobilization, The second edition shifts the focus 
to the long-range surge of the economy. This, in 
turn, has made necessary some changes in the 
scope of the work. For example, this edition in- 
cludes a new chapter on technological change 
and its effect on productivity. There is another 
chapter, likewise not in the first edition, on wel- 
fare and its economic implications. 

Looking into their crystal ball, what do Dew- 
hurst and his associates foresee for the U. S. 
economy of 1960? 

Here in capsule are the group's guesses about 
how the nation’s vital statistics will look as com- 
pared with 1950 (the dollar figures are based on 
the value of the 1950 dollar): 


1950 1960 
Labor force (millions) 646 72.5 
Unemployment (millions) 3.1 3.5 
Employment (millions) 615 69.0 
Government (millions) 7.5 10.5 
Private (millions) 54.1 58.5 
Private sector of the economy 
Average work week (hours) 40.0 37.5 
Total man-hours (billions) 112.5 114.1 
Productivity increase during 
decade 471% 25% 
National income per man-hour $1.93 $2.40 


National income (billions) $217.3 $275.0 


Government share of total na- 


tional income 10% 12% 
Total national income (billions) $240.6 $312.5 
Indirect business taxes (billions) $23.7 $29.5 


Net national product (billions) $265.2 $342.0 
Gross national product (billions) $286.8 $370.0 


Translated into 1953 dollars, the projected 
figures go a little higher. Thus, the group's rea- 
sonable guess for gross national product in 1960 
reaches $415, billion. : 

This is the level that Dewhurst and his fellow 
economists think the economy will reach on 
present trends in consumption, productivity, 
government expenditures, capital expenditures 
by industry, and all the other complex factors 


that enter into such a projection. It represents, 
in short, their reasonable expectations about 
what will actually happen to the economy. 

The chief value of the work for marketing 
men lies in the fact that the bulk of the material 
concerns itself with a closer look at present and 
future trends in each segment of the economy. 
Structurally, America’s Needs and Resources is 
divided into six parts—Basic Trends, Consump- 
tion Requirement, Capital Requirements, Gov- 
ernment and Foreign Transactions, Resources 
and Capacities, and Summary. 

Marketing men in the consumer area will un- 
doubtedly find Part II on Consumption Re- 
quirements the most useful section of the book. 
This section is in turn broken down into ten 
chapters, following the breakdown used by the 
Department of Commerce in its Personal Con- 
sumption Expenditure tables. Thus, there is a 
chapter on food, liquor and tobacco (by Mar- 
garet G. Reid, Professor of Economics and Home 
Economics, University of Chicago); clothing, ac- 
cessories and personal care (by Helen M. Humes, 
Assistant Chief of Cost of Living, Bureau of La- 
bor Statistics, U.S. Department of Labor), and 
so forth. 

Each contains a close examination of what 
can be reasonably expected by way of future de- 
mand—an invaluable help to marketing men 
who must make predictions of the size and type 
of the market ahead. 

At this juncture an important concept in the 
group's thinking interjects itself. It is a concept 
of vital importance to anyone engaged in mar- 
keting or distribution since it takes into consid- 
eration a valuable distinction between “de- 
mands” and “needs.” 

The foregoing table is based on what the au- 
thors call “an exercise of judgment as to how the 
American people are likely to spend and invest 
their money.” On top of this projection, Dew- 
hurst and his colleagues add still another pro- 
jection, one based on future needs. 

This, as Dewhurst quite truly remarks, is “an 
even more uncertain and difficult undertaking.” 
He continues: 

“In the final analysis, an estimate of the kinds 
and quantities of various goods and _ services 
needed to provide a standard of living at a 
health and decency level for the entire popula- 
tions must rest on someone's opinion as to what 
constitutes health and decency in twentieth cen- 
tury America.” 

Such an estimate is, of course, vastly compli- 
cated by the number of intangible factors—the 
vagaries of taste and “income-elasticity of de- 
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mand,” to name two. As Business Week recently 
pointed out: 

“The job of deciding exactly how much and 
what kind of food, clothing, and housing the 
family needs is a tricky one. The Fund admits 
that its figures are subject to argument, for they 
necessarily involve a fair amount of subjective 
judgment. The family itself might be quite sat- 
ishied with its potato-based diet, for instance; but 
the Fund, for its own purposes, must decide on 
a diet that the family should want—even if it 
doesn't. The difference between the family’s ac- 
tual diet and the one they either want or, 
in the eyes of the dietary experts, should want, is 
the family’s food need.” 

Despite these obvious difficulties, the ‘Twen- 
tieth Century Fund has made an attempt to pro- 
ject figures for “needs.” Below is the result, as 
projected to 1960, again using 1950 prices. The 
left-hand column of figures is the group's projec- 
tion of demand, based on present trends in con- 
sumption; the right-hand column shows what 
would happen to these figures if “needs” were 
to be satisfied: 


1960 1960 
Demand Needs 
(billions of dollars) 


$370.0 $396.4 


Gross national product 
Personal consumption ex- 


penditures 

Capital goods expenditures 
(private) 

Total government expendi- 
tures 


241.5 251.9 


56.0 62.1 


94.5 106.4 

Closing the gap between demand and need, 
Dewhurst thinks, will be a slow and long-drawn 
out process. But we are getting closer to that 
goal than we were a decade ago. He cites a 
specific instance: 

“To provide nutritionally adequate meals for 
those not getting enough of all the required 
nutrients in 1950 would have cost less than $800 
million beyond the $53.1 billion actually spent 
for food and nonalcoholic beverages in that 
year. In 1960, the difference between estimated 
consumption and need would drop to $500 mil- 
lion.” 

The gap between these figures represents an 
area of fruitful speculation for marketing men. 
The left-hand set offers a reasonable yardstick 
on which they may base projections of demand 
for their own products. The right-hand set sets 
a goal, a challenge. The gap between is the field 
in which they can work. Perhaps, due to their 


efforts, we may realize an increase in the stand- 
ard of living. 

One further word. Whatever shortcomings 
the book may have in the sense that its projec- 
tions—as all projections—are subject to the im- 
pact of unexpected developments, it has like- 
wise a great virtue. The whole work is written 
without cant and without any of the jargon of 
the professional economist. Its 1148 pages can 
be read easily and with comprehension by any 
reader, no matter what his level of economic 


specialization. CARL RIESER 
Business Week 


RETAILING, PRINCIPLES AND METHODS 
(4th edition), by Delbert J. Duncan and 
Charles F. Phillips. (Homewood, Ill.: Rich- 
ard D. Irwin, Inc., 1955. Pp. 729. $6.00.) 


The Fourth Edition of this widely used re- 
tailing textbook will be enthusiastically received 
by both teachers and retail store executives and 
employees. It includes many significant changes 
and developments in retailing such as shopping 
centers, decentralization of shopping areas, 
branch stores, “discount retailing,” farmers’ mar- 
kets, the productivity approach to expense con- 
trol, and charging for services, This attention is 
reflected in the presentation of the sections on 
store location, layout, fixtures, equipment, and 
services. 

A real addition to the book has been the in- 
sertion of many illustrations, exhibits, and pro- 
cedures from medium- and smaller-size stores. 
Examples are drawn from different types of lim- 
ited-line stores such as hardware stores, grocery 
stores, supermarkets, apparel stores, appliance 
stores, furniture stores, and others. Appropriate 
cases from Retail Management Problems by C. 
H. McGregor (covering the problems of small- 
and medium-size stores) are listed at the end of 
most of the chapters. This permits these volumes 
to be used as companion texts. 

The extensive coverage of the book makes it 
useful for survey courses, It is organized under 
the following headings: (1) Introduction to Re- 
tailing; (2) The Retail Store; (¢) Retail Organ- 
ization; (4) Buying, Receiving, and Pricing; (5) 
Sales Promotion and Customer Services; and, (6) 
Retail Control, A new introductory chapter has 
been added on the “Requirements of Successful 
Retailing.” This serves as a field description and 
specification. The chapter includes some of the 
latest materials on managerial thinking. Chap- 
ters II, II], and IV of the Third Edition have 
been eliminated. Many teachers will miss the 
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coverage of the retailing structure. The authors 
explain that this material is removed to avoid 
the duplication with the basic marketing text. 
The present Chapter I] on “Opportunities in 
Retailing” has been expanded to include some 
problems of starting a retail business such as 
financing. 

The old chapter on “Retail Organization” has 
been completely revised and is now entitled 
“Structure of the Retail Firm.” The two chap- 
ters on “Personnel Management” have been 
moved to the section on Retail Organization 
and follow the present chapter on “Structure of 
the Retail Firm.” The chapter on “Receiving, 
Checking, and Marketing Merchandise” has 
been placed after the chapter on “The Mer- 
chandise Budget” and before the chapter on 
“Pricing Merchandise.” This change in the order 
of the chapters was made to follow the logical 
order of planning, ordering, receiving, pricing, 
and selling the merchandise. The treatment of 
the retail method of inventory has been simpli- 
fied and separated from the discussion of the 
cost-method of accounting. 

This Fourth Edition is a complete revision. 
The large store is still treated but without the 
emphasis on large stores. The footnotes are cur- 
rent. These contain many items from periodi- 
cals, papers, and fragmentary materials. The il- 
lustrations and tables are up to date. Only a 
few forms and exhibits are unchanged. There 
seems to be a profusion of pictures and other 
visual aids. The questions at the end of the chap- 
ters are geared to present conditions. The sup- 
plementary readings at the end of the chapters 
include recent materials. The index at the end 
of the book is comprehensive. 

The Fourth Edition, like the former ones, is 
designed to meet the needs of two groups of peo- 
ple. It is intended primarily for students in col- 
leges and business schools. It is also written for 
employees and executives of retail stores who 
wish to gain a knowledge of the variety of prob- 
lems associated with the operation of various 
types of retail stores and to understand the un- 
derlying principles and methods. 

This is not a “how-to-do-it" book. Some will 
miss “how-to-do-it" procedures. Some teachers 
will miss the discussion of the retailing structure 
found in the previous editions. Many will find 
this Fourth Edition the most satisfactory text in 
the field of retailing today. Many retail em- 
ployees and executives will want to read this 
Fourth Edition for its broad coverage and up- 


to-date discussion. HARRY A. LIPSON 
University of Alabama 


EVOLUTION OF FUTURES TRADING, by 
Harold §S. Irwin. (Madison: Mirmir Pub- 
lishers, Inc., 1954. Pp. 95. $3.00.) 

As the title suggests, this little book is directed 
to the question of how futures wading came 
about. As the title does not suggest, the research 
on which it is based relates primarily to the de- 
velopment of trading in egg futures, and in less 
detail butter futures, on the Chicago Mercan- 
tile Exchange. The ideas developed are related 
to discussions in the literature about the devel- 
opment of futures trading in wheat and cotton 
in an appendix. There is no consideration of 
the origins of futures trading in nonagricul- 
tural commodities, 

Trading in egg and butter futures began in 
late 1919. Consequently it was possible for the 
author to interview persons who were active in 
the process and to obtain other information of 
a type that is no longer available with respect to 
wheat and cotton futures, which developed ap- 
proximately half a century earlier. The result is 
an informative discussion of the development of 
the egg trade in the Middle West and a descrip- 
tion of the origins of trading in egg and butter 
futures that can be accepted as accurate. 

The conclusions reached are succinctly stated 
in the final sentences of the Appendix: 


“First came the rise of time contracts. Then 
there was a period of development of those 
contracts in various ways and finally the time 
contracts matured into the early stages of or- 
ganized trading in futures. Following that 
there was a period of development in the or- 
ganized trading, in hedging, in speculation, 
and in other elements, largely in response to 
the growth of the respective commodity mar- 
kets in size and complexity, until the organized 
trading attained comparative maturity.” 


These conclusions differ from those reached 
with respect to grain futures in Charles H. Tay- 
lor's well-known History of the Board of Trade 
of the City of Chicago in the contention that 
futures trading developed out of time contracts 
rather than out of “to arrive” contracts. The “to 
arrive” contract, as Irwin points out, is usually 
for grain that has been shipped, or is about to 
be shipped. Consequently it usually calls for de- 
livery in 10 or 20 days. Irwin contends that time 
contracts calling for delivery at more distant 
dates than “to arrive” contracts have appeared 
in each of the markets in which futures trading 
has developed, and that futures trading has 
arisen from efforts to standardize these contracts 
and to ensure performance under them. His 
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case seems sound in the butter and egg trade 
where “‘to arrive” contracts have been negligible 
or nonexistent. There seems to be good basis 
for his contention that futures trading developed 
out of trading in time contracts in the grains 
and cotton, although the facts here are more 
obscured by the mists of time. 

The book left a number of questions unan- 
swered in the reviewer's mind. Some of them 
may be listed. Why were comparisons not made 
with other recent cases where futures trading has 
developed and where information similar to 
that obtained for the egg market should be avail- 
able? Illustrations are trading in soybeans, wool 
tops, and wool. Or is it the author's contention 
that only in egg and butter trading did the fu- 
tures market develop independently enough to 
indicate how it probably evolved in the earliest 
instances? Did the Chicago Mercantile Exchange 
settle all contracts through the Clearing House 
from the beginning, and if so was this not a more 
advanced procedure than those in use on the 
Chicago Board of Trade and the New York Cot- 
ton Exchange at the time? Can an explanation 
in terms of a sudden expansion in trade use of 
the market be found for the sharp increase in 
the ratio of open contracts in both egg and but- 
ter futures to stocks in storage in Chicago in 
1925? What was the relation, if any, between the 
development of trading in butter and egg fu- 
tures on the Chicago Mercantile Exchange and 
similar trading on the New York Mercantile Ex- 
change? 

The nature of the audience for whom the 
book was intended is not clear. Persons with no 
more than a general interest in the history of 
futures trading and the futures markets will 
learn much of interest about the history of egg 
marketing in the Middle West, but they will 
also find obscure references, and they may not 
see the significance of the distinction between 
“to arrive” and “time” contracts. Persons with 
a special interest in futures trading, on the other 
hand, would be interested in a more intensive 
and fully documented analysis of the develop- 
ment of the particular market that is the center 
of the study and of developments in other mar- 
kets. They will find in the book an interesting 
hypothesis about the evolution of futures trad- 
ing, a hypothesis that they would like to see 
more fully documented for the market studied 
and more fully tested by analysis of the develop- 
ment of futures trading in other markets. 


BLAIR STEWART 
Oberlin College 


PROFITABLE EXPORT MARKETING, by 
Martin Madden. (London: Newman Neame 
Limited, 1955. Pp. 192. 158 net.) 


This short volume, somewhat mistitled Profit- 
able Export Marketing, is primarily concerned 
with market research as applied to export mar- 
kets. The material is divided into 12 chapters, 
together with bibliography, glossary, and two 
appendices, After an introductory chapter, three 
chapters are devoted to types of information 
needed and the securing of information on ex- 
port markets. Separate chapters deal with plan- 
ning the overseas visit, choosing a sales agency, 
cooperation with a sales agency; the concluding 
chapters deal with wholesale and retail surveys, 
predominantly market studies, research vech- 
nique, and market research. 

The treatment is elementary. The volume is 
apparently intended not as a manual for pro- 
spective exporters, but as a somewhat shorter 
treatment of the research aspects of export mar- 
keting than is available in most general books 
dealing with export trading. Those who are at 
all familiar with the nature, methods, and uses 
of market research will find little that is new 
beyond the occasional application to foreign 
markets, Presumably the volume is not intended 
for members of the American Marketing Asso- 
ciation but rather for those to whom the appli- 
cation of market research in exporting involves 
a new and untried idea. So used, this volume 
possesses merit, 

The author of the volume is connected with 
the General Electric, Ltd., in Great Britain; but 
much of his material, according to his statement, 
is derived from experience with the British Ex- 
port Trade Research Organization during and 
immediately after the war. | was reminded of a 
request which I received from that organization 
some years ago asking for suggestions for im 
proving imports of British goods at a time when 
Britain was most anxious to better its dollar posi- 
tion, On that occasion, I gave in summary form 
the results of a brief analysis of the situation, 
which included a statement of position on mar- 
ket research as far as export is concerned. The 
following statements summarize the point of 
view then expressed: 


“a. If more British goods are to be sold in 
the United States, it seems to me that sellers 
must recognize and feel more keenly than they 
have in the past the fact that they are in com- 
petition with domestic producers who have im- 
proved performance and who have improved 
their product for domestic markets. The passive 
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attitude that ‘this is of British make—take it or 
leave it,’ will not provide effective promotion for 
British goods.” 

“g. The price problem is one which is very 
troublesome and needs to be clarified so that 
British sellers understand what these prices 
mean to American consumers, most of whom 
are not in the affluent class. American consum- 
ers have paid in the past, and will continue to 
be willing to pay, a premium for certain types 
of British goods; but that premium is distinctly 
limited and is being questioned more and more 
as consumers have become more judicious in 
their spending. One clothing manufacturer who 
had specialized in the production of suits of 
British woolens and worsteds told me that the 
price of British cloth had reached a point where 
he could no longer expect his customers to pay 
such a premium in selling price over acceptable 
American products. He refused also to place 
orders even for what little he thought he might 
sell because of the ‘dictatorial’ terms asked by 
British sellers.” 

“g. The problems of each major British ex- 
porting industry need to be studied to make 
their products fit into the competitive picture 
in the United States and to bring these products 
effectively to the favorable attention of retailers 
and consumers. By the latter, I do not mean to 
suggest that the only alternatives are big adver- 
tising campaigns and huge expenditures,” 

“4. Lhold no brief for market research per se. 
But I do believe that if British exporters are 
going to sell in the United States in quantity, it 
is necessary for them to have facts which are suf- 
ficiently pertinent to the problem of selling par- 
ticular products to certain markets, that they can 
form definite plans and execute them. Any well- 
managed firm in the United States must do pre- 
cisely this. A British firm should do no less 
and needs to go further perhaps because the es- 
sential American background against which 
plans are to be made and executed must be ac- 
quired by those who export to the United 
States.” 


The present volume expresses general opin- 
ions which are in agreement with these conclu- 
sions, But the implication that market research 
is the whole of marketing is disturbing. On the 
jacket of this book is the statement, “The es- 
sence of profitable marketing is finding the facts. 
This is the first practical survey of overseas mar- 
ket research explaining its uses, advantages, and 
limitations in terms of actual experience in Brit- 
ish industry and commerce.” Such a statement 
possesses, of course, only limited validity because 


successful export marketing depends on making 
decisions in accordance with facts and carrying 
out those decisions properly. Marketing must 
include dynamic operating functions, not only 
staff or research functions, Therefore, while bet- 
ter marketing may certainly be done if avail- 
able facts are obtained and used in making 
better decisions, no profitable marketing comes 
from the facts themselves. 


HARRY R. TOSDAL 
Harvard University 


FEDERAL ANTITRUST LAWS, edited by 
S. Chesterfield Oppenheim. (Ann Arbor: 
University of Michigan Law School, 1953. 
Pp. 321. $7.00.) 


The papers included in this book were orig- 
inally delivered as lectures at the Summer In- 
stitute on International and Comparative Law 
at the University of Michigan Law School in 
1953- They deal chiefly with current problems 
and policy questions under three major federal 
antitrust laws—the Sherman Act, the Federal 
Trade Commission Act, and the Clayton Act, 
including the Robinson-Patman Amendment. 
As stated by Professor S. Chesterfield Oppen- 
heim, Institute Chairman and Professor of Law 
at the University of Michigan, the purpose of 
the Institute at which these papers were read 
was to provide a forum for the authoritative 
analysis of both legal and economic criteria and 
tests of competition and monopoly in order to 
create a better understanding of the antitrust 
laws, with emphasis upon the attorney's crucial 
role in bringing about an adjustment of business 
conduct to the standards of the antitrust laws. 
The lecturers, for the most part, were men well 
known in the antitrust field and each was well 
qualified to speak on his subject. The topics, as 
well as the speakers, were chosen to “achieve a 
balanced presentation of divergent viewpoints.” 

The lectures in this book are divided into six 
sections. The first, Tests and Evidence of Mo- 
nopoly Under the Sherman Act, contains three 
papers. The first of these reviews historically the 
Federal Courts’ concept of monopoly. The last, 
in plain, nontechnical language sketches in 
broad terms an antitrust policy which would 
serve our national needs as they appear to an 
economist. Together, they present in general 
what the legislature may have hoped to accom- 
plish in passing antitrust legislation and how 
the judiciary has interpreted that legislative in- 
tent. In addition, they serve as a foundation for 
the discussion of antitrust problems in the lec- 
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tures which follow. The second section, Patents 
and Antitrust Laws, contains four papers. They 
deal with the history and theory of patent law 
and present some of the problems that arise as 
a result of the fine line between what a patentee 
may do legally under the patent laws and what 
is illegal under the antitrust laws as a method 
of control. This segment of antitrust law has be- 
come increasingly important in recent years and 
its development is discussed here both from the 
viewpoint of the government and that of busi- 
ness. In the third section, Pricing and Distribu- 
tion Problems, there are nine papers which dis- 
cuss such subjects as quantity and cumulative 
volume discounts, functional pricing, the de- 
fense of meeting the lower price of a competitor, 
buyer liability under the Robinson-Patman Act, 
and the McGuire Act. The analysis of these pric- 
ing problems should be of particular interest to 
teachers and students of marketing. The only 
paper in the fourth section, Antitrust Problems 
of American Companies Doing Business Abroad, 
considers American manufacturing abroad un- 
der the Sherman Act. It shows how the antitrust 
laws impede the stated policy of the United 
States to encourage the flow of private American 
investments abroad so as to help develop the re- 
sources of foreign countries. In the fifth section, 
Proposals for Expanded Application of the Rule 
of Reason, the three speakers after reviewing 
the history of the Rule of Reason argue pro and 
con on the modernization of the Rule by con- 
gressional action. The last section, Clinic on 
Practical Antitrust Problems, consisting of three 
lectures, deals primarily with procedural prob- 
lems in antitrust suits. 

These papers published in book form provide 
a good source of the analysis of many of the 
problems presented by the antitrust laws in va- 
rious phases of business. This reviewer believes 
the Institute did accomplish a better under- 
standing of these antitrust problems but doubts 
that it promoted a much better understanding 
of the antitrust laws themselves. Special empha- 
sis was placed upon the attorney's role in bring- 
ing about an adjustment of business conduct to 
the standards of the antitrust laws. Lawyers in 
advising their clients must necessarily rely 
heavily upon the rule of stare decisis, but un- 
fortunately one must conclude that this rule 
doesn't apply too strongly to antitrust decisions 
either in the field itself or to the usual safeguards 
of criminal law. Since it is so difficult to define 
the crime of monopoly, it is equally difficult to 
advise a client on how not to be a monopolist. 
These lectures might well be divided into 


three classes; those which are primarily instruc- 
tional, those which are primarily discussional, 
and those which merely have an axe to grind or 
a drum to beat. Most of them which represent 
the viewpoint of business say in effect that busi- 
ness objects not so much to regulation under the 
antitrust laws as to the uncertainty of this reg- 
ulation. Businessmen don't wish to be told only 
to “play fair” but rather want to be told spe- 
cifically what they cannot do. Sometimes, how- 
ever, one gets the impression that some com- 
panies have a better idea of what is fair play 
than they would have others believe. They do as 
they please until they are caught, then they 
loudly proclaim “We didn’t know our actions 
were unfair—you never told us they were.” At 
the same time the government seems to quietly 
indicate that uncertainty in itself is a valuable 
weapon—that as long as the “cans” and “can- 
nots” are a little uncertain, it is able to keep 
one jump ahead of those companies which ac- 
tually intend practices against the spirit of the 
antitrust laws. Although this end may seem to 
justify the means, with the law in this state of 
uncertainty, many companies acting in good 
faith also find themselves in trouble. This is 
especially deplorable if the action taken against 
them is one of a criminal nature or for treble 
damages. 

The problems of antitrust are well presented 
in this book. The next step must be toward their 
practical solution. 


ALICE KIRKPATRICK 
University of Illinois 


MOTIVATION RESEARCH IN ADVERTIS- 
ING AND MARKETING, by George Horsley 
Smith. (New York: McGraw-Hill Book Com.- 
pany, Inc. Pp. 242. $5.00.) 


This brief book was sponsored by the Adver- 
tising Research Foundation as an answer to its 
“tool-developing program.” As a compendium, 
or kit, of tools it is admirably successful, Cer- 
tainly there is no other one source that provides 
such a complete coverage of techniques plus such 
a wealth of illustrative materials and references. 
On this tool level it is informative, stimulating 
and authoritative. 

The general pattern is to introduce each tech- 
nique by reference to clinical and experimental 
literature, to describe and illustrate the tech- 
nique, and to consider the implication to adver- 
tising and marketing. The book begins, Part I, 
with “Some Aspects of ‘Why'” and “Levels of 
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Awareness.” Part II is a consideration of Meth- 
ods of Interviewing (The Open-End Question- 
naire, Behavior Sampling, Psychoanalytic Inter- 
view, Focused Interview and Interviewing in 
Groups). Part ILI, Indirect Questioning (or pro- 
jective or disguised tests) deals with the area 
usually considered to be the heartland of motiva- 
tional research: “Free” Word Association, Con- 
trolled Association, Sentence Completion, Role 
Playing and Misperception (Reality vs. Distor- 
tion, Guess-and-Imagine Tests, Personification, 
Play Techniques, and Errors of Judgment and 
Memory), Cartoon Tests, Thematic Appercep- 
tion Tests (TAT), and Rorschach and Other 
Tests of Personality. In Part IV, other tech- 
niques and some interrelations of methods are 
noted briefly. In Part V is a summary of the 
When, Who, and How of Motivation Research. 
An appendix provides a camera action interview 
in detail plus 27 capsulized presentations of 
“Some Motivation Findings.” 

So far, so good—and truly valuable. Yet, tools 
to study human behavior cannot be used safely 
in a vacuum; and it cannot be unfair of a re- 
viewer of a work so successful in its explicit 
purposes to raise implicit questions and prob- 
lems. This is not to suggest that the author 
should have reconciled in this volume the vari- 
ous theories of human behavior or solved the 
sampling problems of motivational researches. 
He has alerted the practitioneer to some pitfalls, 
although it might be argued that the warnings 
are too little and too late. 

The purpose in raising the problems below 
is twofold, (1) These problems—it seems to this 
reviewer—are fundamental ones, to which satis- 
factory answers must be found if motivation 
research is to be more than a fad. (2) The reader 
should benefit by having these problems in mind 
before he reads this excellent book on tech- 
niques. 

A number of these problems seem fundamen- 
tal: 


1. What theory of human behavior are we 
being asked to assume if we use these tools? The 
answer is that the facts uncovered are relevant 
primarily to “person-centered” theories; and the 
illustrative materials strongly suggest a domi- 
nance of Freudian psychology. Only on page 
175 does the author raise the issue himself: 
“Isn't it possible that the psychologist’s concern 
with a person-centered approach (Chap. 1) im- 
plies a neglect of the crucial impact of social 
factors on man's behaviour?” His answer, page 
197, is: “In general, although this book is ori- 


ented from a person-centered point of view 
(Chap. 1), it takes for granted that psychological 
variables are shaped to a great extent by the 
social environment. . . . When we interview or 
test people we are bound to get a playback of 
their religious values, social-class ideology, and 
peer-group relationships.” The book, however, 
shows almost no evidence of using facts in any 
operating sense except individual psychology. 
Freudian sex symbols, frustrations, tensions, re- 
pressions, inhibitions, etc. are not easily recon- 
ciled with the sociogenic drives, peer groups, 
aspiration levels, etc. of social psychology. Yet 
the value of findings must rest on the value of 
theory—and reconciliation is needed. 

2. What sample designs and sizes are needed 
for motivational research? The index of this 
book contains no mention of samples; and the 
book contains only incidental ones: p. 21 (“Some 
of the preceding statements represent hypotheses 
based on clinical observations and should not be 
widely generalized without empirical verifica- 
tion”); p. 36 (“a representative sample of re- 
spondents ...”); p. 177 (“all qualitative re- 
search, of course, includes an analysis of the 
verbal material collected; but when small sam- 
ples are used, an ‘impressionistic analysis’ may 
be all that is justified . . .”). This is, of course, 
true; but it is no real answer to a problem that 
may determine in considerable part the future 
of “motivational research,” so called. 

Especially disappointing is that a likely bridge 
between qualitative studies and statistical tools, 
“Material from these insightful respondents is 
screened, systematized, and validated on larger 
samples” (p. 49, from the division on “Psycho- 
analytic Interview: Louis Adam”), remains sus- 
pended in Freudian space. 

Footnote page 209: “The nature and size of 
the sample in qualitative research are matters 
on which opinions differ; both theoretical and 
practical aspects . . . need further study.” As- 
suredly. 

3. What evidence is there that tools designed 
to deal with mental cases or clinical or experi- 
mental situations in psychology or sociology are 
applicable to mass markets? The reader is given 
some warnings—but no real analysis, or conclu- 
sions. The problem is related also to sampling 
and psychological theory. 

4. What does the why of motivation research 
mean and to whom? For some practical pur- 
poses it is enough to know that consumers prefer 
blue to yellow. Why is unimportant. For many 
cases only a knowledge of why will suffice—but 
whose why? Any problem must be framed in op- 
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erating terms if findings are to have practical 
value. What may be very informative to a psy- 
chologist or psychiatrist may not be even re- 
motely useful to a marketeer. What the adver- 
tiser wants to know about human motives and 
behavior is not even the same as what the sales 
manager may desire. The general problem is 
raised. Specific consideration of the specific prob- 
lems raised must be had before commercial ap- 
plications become widespread. 

5. What are the implications of motivation 
research? We have moved some distance from 
Bentham’s pleasure-and-pain analysis and the 
simple trilogy of need (food, clothing, and shel- 
ter). But motivation research, as presented here, 
pushes us far beyond emotional or irrational 
behavior, or even the consumer “indifference” 
and “waste” of Galbraith’s “unseemly economics 
of opulence.” Now we must sell products to con- 
sumers (p. 21) with “the pathologic gambler’s un- 
conscious wish to lose as self-punishment,” or “to 
express aggression,” or exhibit “chronic psycho- 
genic constipation as a symbol of withholding 
from the world”; and in advertising to take ad- 
vantage of the masculine symbolism, by showing 
(p. 49) “a young woman with a domineering 
smile . . . holding a handful of macaroni up- 
right, and not horizontal. . . . Thus the femi- 
nine unconscious will already be able to satisfy 
a deep-rooted tendency. . . .” These excerpts, if 
not entirely typical, are not unrepresentative of 
the findings illustrated. The emphasis is on 
psychoanalytical terminology—a strange new 
marketplace of ideas. The key problem is not 
the evident need for scientific inquiry but the 
ethical and social problems of commercializing 
the results of such inquiry. 


It can be hoped that a volume so splendidly 
satisfying a need for tools will set the stage for 
an equally mature examination of the funda- 
mental questions involved in their use. 


DONALD F. BLANKERTZ 
University of Pennsylvania 


INDUSTRIAL PURCHASING, edited by J. H. 
Westing and I. V. Fine. (New York: John 
Wiley and Sons, Inc., New York, 1955. Pp. 421. 
$7.50.) 

Here is a book which should have wide ac- 
ceptance by purchasing men in industry as well 
as by the students in the classroom. The authors 
tell us that the two reasons for their preparation 
and publication of this text are: 


First: “To add to the literature in an unde- 
veloped field,” and 

Second: “To provide a textbook for prospec- 
tive purchasing people which will for the first 
time familiarize them with the broad classes of 
products that constitute the subject matter of 
the typical purchasing agent.” An effort has been 
made to reach both objectives by drawing on 
the applied experience in the field of purchasing 
and combining it with Classroom theory in order 
to organize the material for better presentation 
to the students. There can be no doubt about 
the value of calling on men of years of experi- 
ence to collaborate in a work of this type, espe- 
cially in industrial purchasing where significant 
changes have been taking place in the modus 
operandi since World War II. 

Further, the editors indicate that the purpose 
of this book is “to touch very lightly on routine 
matters since the objective is to present and dis- 
cuss the purchasing function on a collegiate 
level.” 

However refreshing the purchasing agent's 
point of view, as it is recorded in this text, the 
reader is inclined to feel that in some passages 
the bias and prejudice of purchasing men show 
a bit. In some of the early chapters the book be- 
comes “A Case for Purchasing,” and is not always 
an impartial evaluation of the particular aspect 
or function of the purchasing operation being 
treated in the book. This, of course, is frequently 
the fault of a too plentiful sprinkling of experi- 
ence. However, the book does have a refreshing 
approach and the “Good Earth” attitude of the 
men who have contributed lends a warmth to 
the treatment of the subject, a “bursting of the 
buttons” sort of attitude that may be forgiven, 

The book attempts to look ahead, to be far 
seeing, and so gives the student the feeling that 
purchasing is dynamic—full of change and not 
yet fully grown up as an industrial function. 
Evidently the authors anticipate the continued 
recognition of purchasing on a broader basis as 
an important function in industry. The text is 
clearly designed for the industrial purchasing 
man and makes no attempt to treat purchasing 
for merchandise purposes. It is sketchy with re- 
gard to purchasing for municipal or institutional 
uses. The authors state, “A broad meaning of 
purchasing makes it a managerial activity which 
goes beyond the simple act of buying and in- 
cludes the planning and policy activities.” The 
authors tell us that modern, well-organized pur- 
chasing departments are usually responsible for 
the act of setting purchasing policy and making 
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decisions. We can agree that in many industrial 
organizations purchasing follows very closely the 
format which the text seems to presuppose exists 
in all well-organized purchasing functions. How- 
ever, the reviewer feels that the text should 
describe more fully the circumstances under 
which purchasing has reached this status. Studies 
referred to in the text indicate that purchasing 
reports in many cases to engineering or produc- 
tion heads rather than to the president or the 
vice-president or a financial officer. The text 
could more clearly define purchasing as it relates 
to the procurement of material in per cent of the 
dollar sales. Purchasing can be important only 
when it has a broad opportunity to contribute 
profit. The opportunity to create profit is almost 
directly related to the percentage of raw mate- 
rial cost in the finished product. If the raw ma- 
terial cost is a large part of the dollar sales, then 
purchasing will have a greater opportunity to 
create profit than if the raw material cost is a 
small per cent, and labor or engineering or sales 
expense is far greater than the raw material 
cost. The text has not emphasized the impor- 
tance of this to the student who may be acutely 
interested in selecting his position with an in- 
dustry where purchasing has a greater oppor- 
tunity to contribute to the company’s earnings. 

Studies which this reviewer has made indicate 
that purchasing people are no different than 
other line or staff personnel insofar as they wish 
to have accurate methods of evaluating their 
jobs. Frequently we hear purchasing people com- 
plain that their company’s sales effort, manufac- 
turing efficiency, financial acumen, or even the 
research or engineering inventiveness can be 
measured by certain units which the company 
has already established. On the other hand, the 
evaluation of the purchasing function seems 
nearly impossible since tables and documented 
information are still inadequate to measure the 
purchasing operation. The authors have gone a 
long way in chronicling what has been done in 
this field. Not only have they drawn on tables 
and original studies at the University of Wis- 
consin, but they have organized information and 
put it together in the first several chapters in 
such a way that the student of purchasing will 
be greatly encouraged to explore this function 
of industrial activity. The treatment of purchas- 
ing in past writings has not always been as en- 
couraging to the student. Frequent passages in 
the text and Chapter 16 on Reports point out 
that purchasing offers the interested student 
real opportunities to contribute. 

The general subject of purchasing is de- 


veloped logically from Chapters 1 through 18 in 
which the four general aspects of purchasing are 
treated. These include the introduction (impor- 
tance), the purchasing activity itself (scope), re- 
lated and important activities bearing on pur- 
chasing (interdepartmental relations), and the 
control (quality, source, and personnel). How- 
ever, a part of this is quite sketchy and even 
unconvincing. For example, procedure forms 
and records of purchasing as treated in Chapter 
3 simply did not cover the subject. The text 
needs to be supplemented by actual examples of 
forms used by typical industries. Evidently the 
authors are relying in some instances on the use 
of actual industrial examples rather than on 
text. Their considerations affecting source se- 
lections were sometimes vague and again, actual 
experience would have to be relied on for class- 
room material, Of course, a great deal has been 
written on purchasing procedure and contem- 
porary literature can be used for supplemental 
classroom work. 

The book gives us an emphatic treatment of 
the functional nature of purchasing. Its treat- 
ment of procedure is hardly more than passing. 
A real attempt has been made to treat: 


1—The Importance of Purchasing 
2—Interdepartmental Relations 

3—Public and Supplier Relations 
4~Supplier Evaluation and Selection 
5—Quality, and Quality Control 
6—Economical Ordering Quantity Formulae 
7—Purchasing Personnel Management 
8—Glossary of Common Commodity Terms 


However, their treatments of quality control 
and statistical quality control are well worth 
study. The advantages of statistical quality con- 
trol, which is becoming more accepted as appli- 
cable to machine-made materials, are empha- 
sized. 

Chapter 7 on the controlling of quantity of 
purchased material brings us up to the minute 
on studies which have been made in connection 
with MRO items and correct ordering quantity 
studies. This chapter is a welcome addition and 
will have wide use. The maximum-minimum 
economical order quantity portion, sometimes 
referred to as ABC, is treated in this chapter. 
This new and important study might have been 
given more space. 

Purchasing for Tax Supported Institutions is 
treated in Chapter 9, which comprises approxi- 
mately 10 pages and is general in nature. In or- 
der to make this chapter more meaningful, the 
author's bibliography might have included some 
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of the municipal and state codes which have 
been set up in recent years. Many cities and 
states throughout the country are beginning to 
adopt similar codes. The attempt on the part 
of cities and states to remove purchasing from 
the political weather hazards is a healthy sign 
and the examples of the city of Milwaukee and 
the city of Chicago are being duplicated 
throughout the country. This chapter could have 
been much more forceful in its description of 
purchasing for municipal purposes, although it 
does draw upon the experience of the Mil- 
waukee purchasing people for part of this sub- 
ject matter. 

The effort on the part of the authors to treat 
the commodity group in a text of this type was 
a bold and new idea. This section, which the 
authors say is an effort to familiarize the student 
with the subject matter of a typical purchasing 
agent, is not consistently well done. “Iron and 
Steel” is the most informative of the groups in- 
cluded. The chapter on major equipment is 
reasonably complete, but this reviewer is in- 
clined to feel that the entire section on commod- 
ities is an ambitious effort, which due to space 
limitations leaves much to be desired by the stu- 
dent who is unfamiliar with these general 
groups. Neither is he especially impressed with 
the bibliography on these materials. Although 
the authors have said that in some instances Sec- 
tion 5 dealing with commodities should be 
taught first, we seriously doubt the value of this 
section for teaching purposes unless the authors 
have in mind that some other supplemental ma- 
terial would be used. This section, especially in 
the paper and metal references, serves as a par- 
tial glossary of the terms. These sections give a 
smattering of information regarding other raw 
materials which include nonferrous, paper, lum- 
ber, chemicals, and fuels. It is not certain that 
students would learn much from reading Section 
5 or gravitate toward the field of purchasing 
because of any interest which this treatment of 
these products might arouse. 

In summation, the authors have contributed 
a worth-while book to the literature. The use of 
actual examples would add clarity. The authors 
frequently fail to draw conclusions where con- 
clusions ought to be drawn. In spite of all the 
reviewer has said, he feels that this book should 
be in the hands of all purchasing men and others 
interested in purchasing. 

GLENN H. REINIER 


Abbott Laboratories 
North Chicago, Ill. 


THE SUPER MARKET, A REVOLUTION IN 
DISTRIBUTION, by M. M. Zimmerman. 
(New York: McGraw-Hill Book Company, 
Inc., 1955. Pp. 340. $6.00.) 


Historical in nature, this volume begins with 
a brief, conventional review of the national food 
store picture prior to 1930. This is followed by 
a review of the depression-engendered super- 
markets—Big Bear, King Kullen, Big Tigers, and 
Big Wales. 

The period in the middle- and late-thirties is 
then discussed. The rapid growth of the indus: 
try, the switch of the large chains to the super- 
market type of operation, and the attempts to 
“trade up” the stores are all related in an in- 
teresting manner. 

Considerable stress is given to the develop- 
ment of the industry's trade association, the 
Super Market Institute. Mr. Zimmerman played 
an important role in this development which 
drew 1,000 conferees to its first convention in 
1937 as compared to the 13,000 at the 1954 
convention, 

The next two chapters trice the history of 
the supermarket through World War Il—a pe- 
riod of consolidation—and through the postwar 
era, when the industry came of age. Highlights 
of this last period were; the growth of nonfood 
sales in supermarkets; the trend toward larger, 
modern outlets built in the suburban locations; 
greater mechanization in the industry; and the 
entering of many local and regional chains into 
the capital market for expansion funds. 

Advertising practices, promotional activities 
and community relations are treated qualita- 
tively. The author concludes with a rambling 
commentary on the self-service contribution of 
the supermarket to the other forms of retailing 
throughout the world and on the relatively 
lower cost of food stuffs today as compared with 
the twenties. 

This book is largely a historical commentary 
drawn from Mr. Zimmerman’s association with 
the operators and the industry from its incep- 
tion. Observations, anecdotes, and statements 
from industry leaders are woven skilfully 
throughout the book. As a historical treatise it 
is interesting. However, it fails to examine quan- 
titatively studies on operations, methods, and 
costs which would be important to a store op 
erator (but may have been outside the scope of 
the book). Neither does the author consider 
with sufhcient emphasis and supporting data 
why the industry developed and its impact on 
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the economy. The sketchy treatments of these 
subjects were disappointing. The book is a syn- 
thesis of general information about the industry. 
It has little value as a text, handbook, or guide 
for store operators, students, or businessmen 
inasmuch as specific operational details are ei- 
ther lacking or not presented in suitable form. 
However, it makes interesting general reading. 
The author's personal knowledge of the indus- 
try and the personalities important in its de- 
velopment give the reader a ringside seat. 


FRANK J. CHARVAT 
University of Toledo 


BRIEFLY NOTED 


SALES FORECASTING: METHODS OF SE- 
LECTED FIRMS, by C. M. Crawford, (Ur- 
bana: Bureau of Economic and Business 
Research of the University of Ilinois, 1955. 


Pp. 72. $1.00.) 


The sales forecasting practices of twenty se- 
lected firms are presented in this publication. In 
addition to techniques employed, attention is 
given the place of forecasting in the organiza- 
tion of the firm, types of sales forecasts that are 
prepared, the uses to which they are put, and 
how forecasts are checked and verified. 


THE WHOLESALE WINE TRADE IN 
OHIO, by William R. Davidson. (Columbus: 
Bureau of Business Research of The Ohio 
State University, 1955. Pp. 94. $1.50.) 


This study will be of interest to a wider au- 
dience than the title indicates. Wholesalers gen- 
erally and wine wholesalers outside of Ohio will 
find much of value particularly in the sections 
on “Selected Problems of Sales Management” 
and “Analysis and Control of Operating Ex- 


penses. 


SELLING THE INDUSTRIAL MARKET TO. 
DAY, by Marquette University and Newsweek 
Magazine. (New York: Newsweek Magazine, 
1955. Pp. 127. $1.00.) 


The cases presented in this volume will be of 
special interest to those interested in industrial 
marketing. Both the sales and purchasing his- 
tory of a number of specific transactions are 
presented, Teachers will probably want to use 
some of this material in the classroom in dis- 
cussions of buying habits. 


SALES SENSE IN ADVERTISING, by James D. 
Woolf. (Chicago: Advertising Publications, 
Inc., 1955. Pp. 383. $5.95.) 

Advertising men will welcome this volume 
which brings together a collection of articles 
originally prepared for Advertising Age. This 
hodgepodge collection of stimulating essays cov- 
ers a wide range of subjects—planning, merchan- 
dising, research, art, media, publicity, public 
relations, agency functions, and a heavy empha- 
sis upon copy. 


BOOKS RECEIVED 


AMERICAN COOPERATION 1954, American Insti- 
tute of Cooperation, Report of the Summer 
Institute. (Washington: American Institute of 
Cooperation at Cornell University, 1955. Pp. 
608. No price given.) 


REPORT FORMS AND PROCEDURES FOR SUCCESSFUL 
ADMINISTRATION, edited by M. J. Dooher. 
(New York: American Management Associa- 
tion, 1955. Pp. 68. $2.50.) 


Prorit MANAGEMENT AND CONTROL, by Fred V. 
Gardner. (New York: McGraw-Hill Book Co., 
Inc., 1955. Pp. 285. $6.00.) 


Cooperatives: THe Brirish ACHIEVEMENT, by 
Paul Greer. (New York: Harper & Brothers, 
1955. Pp. 171. $3.00.) 


MARKETING Aspects OF HOUSEWIVES’ KNOWLEDGE 
or Goons, by Olof Henell. (Goteborg, Sweden: 
The Institute for Marketing and Management 
Research, 1953. Pp. 270.) 


THe Great Mercnants, by Tom Mahoney. 
(New York: Harper & Brothers, 1955. Pp. 340. 
$3.95-) 


AMERICAN AGRICULTURE, by Ronald L. Mighell. 
(New York: John Wiley & Sons, Inc., 1955. Pp. 
188. $5.00.) 


Business CONCENTRATION AND Price Powicy, by 
National Bureau Committee for Economic Re- 
search. (Princeton: Princeton University Press, 
1955- Pp. 495- $9.00.) 


Economics, AN Intropucrory ANALYsts, by Paul 
A. Samuelson. (New York: McGraw-Hill Book 
Co., Inc., 1955. Pp. 750. $5.75.) 


THe Feperat Antitrust Poticy, by Hans B. 
Thorelli, (Baltimore: The Johns Hopkins 
Press, 1955. Pp. 658. $8.00.) 


A.M.A. Notes 


HUGH G. WALES, Secretary 


MINUTES OF THE BUSINESS MEETING 


Milwaukee—Schroeder Hotel 
June 17, 1955 


1. The President, Thomas G. MacGowan, opened 
the meeting at 2:00 p.m. immediately following the 
closing luncheon of the Conference. 


2. The first order of business was presentation of 
the Treasurer's Report by Mr. Charles W. Smith. 
He stated that while final figures were not yet in, it 
appeared as though the Association would end the 
year with a surplus of approximately $5,000 as com- 
pared with last year when we ended with a deficit 
of nearly $4,700. Gain was due primarily to two 
factors: 


1) Tight control of expenses by the Executive 
Director and the Business Manager of the Journal. 
2) Income received from sales of the new Roster. 


3. Next, President MacGowan called on Mr. Hugh 
G. Wales, Secretary, for his report. As of May 31, 
1955, the net membership of the Association was 
5,363, of which 4,849 were regular and 514 were as 
sociate members. This compared with a net total 
this time last year of 5,069 members, representing a 
net increase of 2g1 members for the year to date. 

Company members increased by a net of go 
units since the beginning of the 1954-55 fiscal year. 

As of May 31, 1955, there were 33 active, paid 
Student Marketing Clubs with a total individual 
membership of 1,143. 

No new chapters were added during the year, 
but good chapter possibilities exist in Vancouver, 
B. C.; Omaha-Lincoln, Nebraska; Oklahoma City- 
Norman, Oklahoma; Albany-Schenectady, 
New York areas, Steps are being taken to encour- 
age chapter formation in these areas. 


and 


4. Mr. MacGowan announced the resignation of 
Mr. Thomas J. McGann as Business Manager of the 
jyOouRNAL and the appointment of Mr. Harry Rosten, 
Assistant Business Manager, to the post and, inciden- 
tally, also to the Board of Directors. The Business 


Manager of the jourNnat is a member of the Board, 
ex-officio. 


5. Mr. MacGowan listed several things which are 
now in progress: 


a. A plan for regional directorships based on 
AMA population density. 

b. A plan to elect a “President-Elect” who 
would serve a year in that capacity before auto- 
matically assuming the presidency. 

¢. Establishment of an “Advisory Council” 
made up of past presidents of the Association and 
other “elder statesmen” to consider long-range 
policy and advise current administrations. 

d. Paid editor of THE JOURNAL OF MARKETING to 
devote full time to that publication, 


6. Mrs. Casilda Wyman introduced resolutions ot 
thanks to the Milwaukee Conference Committee, the 
host chapter, and to the hotel for their contributions 
to the success of the Conference and asked that 
copies of the resolutions be sent to all persons con- 
cerned. Mr. Sandage seconded the motions which 
carried. 


7. Mr. Huegy moved that the meeting be ad- 
journed. Mr. Lipson seconded the motion which 
carried. 


AMA NATIONAL CONFERENCE 


December 27-29, 1955 
New York—Roosevelt Hotel 


The next National Conference of the American 
Marketing Association will be held in New York on 
December 27, 28, and 29, 1955 Headquarters hotel 
will be the Roosevelt, and the meetings will be in 
conjunction with the Allied Social Science Group 

General Conference Chairman is Mr. A. Edward 
Miller, Life Magazine, and the New York liaison on 
the National Program Committee is John A. Cole- 
man of General Foods Corporation. This Conference 
ushers in the new policy of programming at the 
national level instead of by the host chapter. 


ONE-SOURCE SERVICE 


to Save You Time, Trouble and Money 
on MARKETING RESEARCH TABULATIONS 


Here is an experienced 
organization that can serve 
you on any or all phases 

of marketing research 
tabulations...in an 
emergency, or for your regular 
requirements. 


You may need coding and editing ¢ 
Punching * Verification * Tabulating * Percentaging * 
Preparation of Tables * Typing * Long experience in 
handling these assignments has given Statistical a thorough 
understanding of your requirements which is a PLUS you get 
along with speed, accuracy and economy. 


Remember, when you call on Statistical for marketing research 
tabulations, you don’t have to bother with hiring and training of 
personnel, or worry about equipment standing idle, 


overtime, failure to meet deadlines, etc. 
Whether you are next door or 2000 miles away, you can count on 


prompt, careful attention to your needs. Just phone or 
write our nearest office for full details. | 


ond larger! independent 


STATISTICAL TABULATING COMPANY 


Established 1933...Michael R. Notaro, President 


CHICAGO NEW YORK $T. LOUIS 
53 W. Jackson Blvd. 80 Broad S:. 411 N. Tenth St. TABULATING 
HAprrison 7-4500 W Hitehall 3-8383 MAin 1-7777 CALCULATING 


TYPING 
NEWARK CLEVELAND 
National-Newark Bldg. 1367 E. 6th Si. TEMPORARY OFFICE 


MArket 3-7636 SUperior 1-8101 PERSONNEL 
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Basic Text in ADVERTISING 


by DONALD W. DAVIS 
Pennsylvania State University 


Written in a refreshingly clear, clean style, this text presents a complete, up-to- 
date, easy-to-read study of ALL advertising fundamentals: —the history of advertis- 
ing, its economic and social significance, the steps in its planning and production, 
its uses and place in business today, and the trends significant for its future. 
665, pages - 6144 X gl * 240 illustrations, many showing step-by-step procedures 


$6.50 


Current Readings in MARKETING 


Compiled by George F. Frey and Raymond 
D. Buteux, New York University 


Designed to supplement standard texts, 
these selections of more than 60 articles 
from Printers’ Ink and other leading jour- 
nals present important trends and ideas, In- 
cluded are many illustrations, charts, check 
lists, questions and study guides. 256 pages 
8, X11 + Flexible cover + $2.50 


Edited by Henry Brenner, Home Testing 
Institute 


The contributors of the 40 marketing re- 
search case histories are among the nation’s 
leading research directors. Each case history 
includes an explanation of the situation 
prior to time research began, a description 
of what research did and how it did it and 
a report of the findings and how they were 
applied. November publication, About 320 


pages + prob. $5.00 


PRINTERS’ INK BOOKS. . PLEASANTVILLE, NEW yorK 


THE JOURNAL OF MARKETING 


NOW offers the below-listed publications in the hope that they will help to 
solve your individual research problems. 


1. The Limits of the Market for Ordinary Life Insurance, by Stahrl 
Edmunds, Vol. XI, No. 2 


2. Measuring Local Markets, by Joseph White, Vol. XII, No. 2 


3. The Movement of People: A Field for Market Research, by A. B. Blank- 
enship, Vol. XIII, No. 1 


5- Sales Forecasting, by Jay M. Gould, Vol. XV, No. 


These are priced at $1.75 per copy. Add twenty-five cents for shipment out- 
side the United States. 


Address all orders to: 


AMERICAN MARKETING ASSOCIATION 
1525 E. 53rd Street Chicago 15, Illinois 
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Journal of 
the American Statistical Association 


1757 K St., N. W., Washington 6, D. C. 


VOLUME 50 NUMBER 271 


ARTICLES 
The Efficiency of Double Sampling for Attributes H. C. Hamaker and R. van Strik 


Examination of Two Sources of Error in the Estimation of Net Internal Migration 
Daniel O. Price 


Sampling Methods in the Yugoslav 1953 Census of Population S. S. Zarkovic 


Concepts Employed in Labor Force Measurements and Uses of Labor Force Data 
A. Ross Eckler, Gertrude Bancroft and Robert Pearl 


Restriction and Selection in Samples from Bivariate Normal Distributions 
A. Clifford Cohen, Jr. 


Colonial Social Accounting William O. Jones 


Federal Trade Commission Report on Changes in Concentration in Manufacturing 
M. A. Adelman 


On the Reliability of Responses Secured in Samples Surveys Robert Ferber 


Comparison of Some Non-Parametric Tests Against Normal Alternatives with an Application 
to Life Testing Benjamin Epstein 


Estimation of Parameters from Incomplete Data Frederic M. Lord 
The Application of Sampling Procedures to Business Operations Howard L. Jones 
Estimation of the Brazilian Coffee Harvest by Sampling Survey W. L. Stevens 
Statistics and Objective Economics Morris A. Copeland 


On the Distribution of a Positive Random Variable Having a Discrete Probability Mass at 
the Origin John Aitchison 


Increasing the Effective Length of Short Time-Series for the Purpose of Estimating Autore- 
gressive Parameters Abbot S. Weinstein 


Generality of Confidence Intervals for a Regression Function Edwin L. Crow 


The Randomization Theory of Experimental Inference Oscar Kempthorne 


Distributions of Solutions of a Set of Linear Equations (with an application to linear pro- 
gramming) M. M. Babbar 


The Redesign of the Census Current Population Survey 
Morris H. Hansen, William N. Hurwitz, Harold Nisselson, and Joseph Steinberg 


Truncated Bionomial and Negative Binomial Distributions Paul R. Rider 
On Adjusting Samples Tabulations to Census Counts M. A. El-Badry and F. W. Stephan 
On Generalizations of Tchebychef's Inequality H. J. Godwin 


BOOK REVIEWS AND STATISTICAL ABSTRACTS 
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Responsible Tabulating 


Good research is not an accident. It is the result of sound assumptions 


translated into a well-designed questionnaire, capable field work, and 
a discerning analysis following responsible tabulation of the data. 


Our business is research tabulation. The application of years of experi- 
ence enables us to compile our clients’ research with accuracy, rapidity 
and economy. Here is how we put our knowledge to work for you: 


PLANS & METHODS 
DEPARTMENT 


<Your assurance that the best methods are used. 


suraaeaoR < Your qualified liaison man. 
EON <Your schedule is met. 


EDITING & HAND. 18M KEY. MACHINE CALCULATI 
TABULATION PUNCHING TABULATION DEPART NY 
DEPARTMENT DEPARTMENT DEPARTMENT DEPARTMENT MENT 


As you can see, our formula is clean-cut and realistic. But in addition it 


contains a principle, that of serving well to help foster good research. 


Barnard, Inc. 
A completely independent organization 


432 Fourth Ave. N.Y.C.16 MUrray Hill 9-6250 
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QUESTIONNAIRES 


You can count on our know-how for the 
design and printing of questionnaires. We 
have been serving the leading Market Re- 
search Companies for the past 18 years. 


Your inquiry places you under no obligation. 


M. D. DANON PRINTING CORP. 


129 LAFAYETTE STREET NEW YORK 13, N. Y. 
Telephone: WAlker 5-1804-5-6 


The second publication in the new Census Monograph Series .. . 
INCOME OF THE AMERICAN PEOPLE 


By HERMAN P. MILLER, Chief, Consumer Income Unit, U.S. Bureau of the Census 


This work clarifies the relationship between the amount of income the individual 
receives and certain social and economic factors like geographic location, occupation, 
education, etc. It is the first systematic, comprehensive analysis of census data ac- 
cumulated since 1940 on the personal distribution of income in the United States. 
It analyzes the changes in income distribution which have occurred since the depres- 
sion of the 1930's, and evaluates the fundamental data of income analysis. 

The book contains a tremendous amount of information, much of it never before 
available. Among its features is a review of the changes between 1939 and 1949 in 
the level and distribution of income for 150 specific occupations. These data go far 
beyond the mere tabulation of raw census results. They answer questions which 
workers in the field have asked for years but could not answer for lack of informa- 
tion. 1955. Approx. 210 pages. Prob. $5.00. 


Send for an on-approval copy 


JOHN WILEY & SONS, Inc. 440 Fourth Avenue, New York 16, N. Y. 
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Salesmanship 


HELPING PROSPECTS BUY 


By Dr. C. A. KiRKPATRICK 


School of Business Administration 
University of North Carolina 


This book develops as a profes- 
sion. It is aggressive and dynamic, but it trains for 
selling that will create permanent satisfaction 
and repeat business. Here you will find salesman- 
ship in its most modern and most enlightened 
form with hasi i d intelligent 
as this has been great and Profes- help Pg the 
SALESMANSHIP is packed full of opinions from 
pee oe — leading sales executives of prominent companies 
and quotations from their sales manuals. 


COMMENT BY A NOTED 
SALES AUTHORITY 


“You will find in this text a 
sound, thorough presentation of 
what it takes to be a success in 
one of the most rewarding of 
professions financially and spirit- 
ually. The need for a book such 


SOUTH-WESTERN PUBLISHING CO. 
(Specialists in Business and Economic Education) 
Cincinnati 27 New Rochelle, N. Y. Chicago 5 San Francisco § Dallas 2 


AMERICAN ECONOMIC REVIEW 


Contents 


Volume XLV September 1955 
ARTICLES 

Financial Aspects of Economic Development J]. G. Gurley 

Factor Proportions in Underdeveloped Areas R. S. Echaus 

Cotton Mechanization and Economic Development | J. H. Street 

Spatial Equilibrium: Livestock-Feed Economy K. A. Pox and R. C. Taeuber 


Soviet Price Reductions for Consumer Goods C. D. Campbell and R. G. Campbell 


Reviews of Books, Titles of New Books, Periodicals, Notes 


The AMERICAN ECONOMIC REVIEW, a quarterly, is the official publication of the American 
Economic Association and is sent to all members. The annual dues are $6.00. Address editorial com- 
munications to Dr. Bernard F. Haley, Editor, AMERICAN ECONOMIC REVIEW, Stanford Uni- 
versity, Room 220, Stanford, California; for information concerning other publications and activities 
of the Association, communicate with the Secretary-Treasurer, Dr. James Washington Bell, American 
Economic Association, Northwestern University, Evanston, Illinois. Send for information booklet. 
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“This is far and away the best 
I have ever seen.” 


— a pre-publication reader reports 


Effective 
Advertising Copy 


MERRILL DEVOE 


Marketing and Advertising Consultant 
Santa Monica, California 


This practical text, designed especially for classroom use, covers 
the complete ad — both as a selling agent and as a piece of effective 
writing. Incorporating the all around advertising know-how of 
leading experts, the author provides the what, how and why of ef- 
fective copy based on extensive experience and research. The em- 
phasis throughout is on the universality of copy principles and 
their application to all media. Practicing ad men as well as instruc- 


tors will find this book helpful. 
Ready Spring 1956 


60 FIFTH AVENUE, NEW YORK 11, N.Y. 


Please mention the JOURNAL OF MARKETING in writing advertisers 


| 


Challenge to Leadership 


Top management wants the facts fast and accurate because 
competition brings the challenge to leadership daily on many fronts. 
To help you meet this challenge, count on Workman Service know-how 
for market research tabulations . . . the design and printing of 
questionnaires, coding and editing, tabulating, percentaging, and typing. 
Call collect. Ask for the file that can help you on your next assignment. 
Ask too about Workman's complete statistical library card file 
covering 950 A.B.C. newspapers, and 65 leading national magazines. 


WHitehel! 4-6255 320 North Dearborn Street Chicege 


TRinity 98830 731 S. Spring « Los Angeles 
ORICMAN 


Tebuleting Coleulsting o Typing Duplicating Temporary Office Help 


Minneepelis New York 
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For Students of Social Science and Business 

By R. CLAY SPROWLS, University of California, Los Angeles. 422 pages, $5.50 
4 basic, elementary text for all social science and liberal arts students, It deals 
the formulation incomplete It 


OF Banding HILL 
McGRAW HI | 
PROBLEMS OF THE INDEPENDENT BUSINESSMAN 
By AUSTIN GRIMSHAW, University of Washington. 428 pages, $6.50 
administration. Every ma of the business is represented by one 
ing, contract construction, iblic utilities, and finance, insurance, 
tions consistent with the facts presented. ae 
PROBLEMS IN BUSINESS ADMINISTRATION: 
Analysis by the Case Method 
By THOMAS C. RAYMOND, Horvord Graduate School of Business Administra- 
tion. 390 pages, $5.50 
pists in themecives and provide all dats lor enh 
ELEMENTARY STATISTICS a 
Wilerence, Cescripuon pha sis On principles of inference, the ideas of 
poth risks of error, and the evaluation of these risks in terms of the cperating character- 
ponents before estimating them. 
CREDITS AND COLLECTIONS IN THEORY AND 
PRACTICE. New Sisth Edition 
By THEODORE N. BECKMAN and ROBERT BARTELS, Ohio State University. 620 
pages, $6.50 
Added materials make the treatment more complete, more modern, and more sigaionmt 
Send for copies on approval 
| | 
BOOK COMPANY, INC. ; 
330 West 42nd Street New York 36, M, Y. 
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